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CONFIDENTIAL 





Private Secretary 
Copy to: Energy Department “ 


KING FAISAL'S MESSAGE TO THE PRIME MI}MSTER 

Lis Jedda telegram No 678 of 24 Dgtember conveyed a translation | 
of King Faisal's m@éssage to the/?rime Minister of 23 December. 

Ce I now attach the origing/, with one photocopy, of King 
Faisal's message and transiation for transmission to No 10. 


I attach a draft lettey/from the Private Secretary. 





T J Clark 
Middle East Department 





8 January 197i 
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TO ROUTINE FCO TEL NO 26 OF 25 JANUARY 1974 
UK EYES ONLY ’’A’?’, ~ Sut 1. 
/ : 


MIPT - ANSWERS TO ANNEX A 








os 2> 
CUTBACKS AND EMBARGOS, 1; 


|RAQ HAS NOT CO- OPERATED WITH ARAB STATES IN CUTBACK 

OR IMPOSED LEGAL EMBARGO. 

THE PRESS WELCOMED EMBARGO OF USA AND HOLLAND AT THE TIME 
AND HAMMADI HAS SAID THESE COUNTRIES DO NOT RECEIVE OIL. 
THE POLICY OF BPC 1S NOT TO SHIP TO EMBARESSING DESTINATIONS. 


2, THE ULTIMATE VOICE IN OIL MATTERS 1S SADDAM HUSSEIN 
WITH BAKRS AGREEMENT, THEY NEED RCC APPROVAL OF POLICY 


CHANGES, NATIONALE SATION, ETC. PRATICAL EXECUTION OF POLICY 
LIES WITH HAMMADI AND CHELABI. 


3e TRAQ APPEARS TO BE FULFILLING ITS EX I STING AGREEMENTS 
FOR THE SALE OF NATIONALISED OlL AND ALLOWING BPC TO SELL 
AS AGREED ‘TO THE OIL COMPANIES. THERE 1S NO SPECI AL 
FAVOURITI SM OPERATING EXCEPT 1N SO FAR AS BPC ARE 
PRESUMABLY RESTRICTING THEIR CUSTOMERS 

TO DESTINATIONS OTHER THAN USA AND HOLLAND, 


4, DAILY LOADINGS. 
INFORMATION ON KHOR AMAYA LOADINGS 1S TELEXED TO IPC LONDON 
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SAILY FROM BASRAH, -RESTRECTIONS OF INOC OIL FROM 
KHARAMAYA 1S ALSO KNOWN FROM IPC SCHEDULES. 

IPC MUST KNOW NEGMTEY+4 NOC EXPORTS FROM FAO WHICH ARE 

IN ANY CASE SMALL. FOR TRIPOLI AND BANIAS | HAVE NO INFM. 






SUGGEST TRY DAMASCUS OR BEIRUT; IF IPC PERSONNEL ARE STILL 
WORKING AT EITHER PORT THEY MAY KNOW FIGURES, 


5. PARTICIPATION BS 

- 1S NOT A LIVE SUBJECT HERE. NO DOUBT NATIONALISATION OF 
REMAIHING 57 % OF PBC WILL TAKE PLACE WHEN EXPANSION 
PROGRAMME 1S COMPLETE. 


6. REAL INTENTIONS OF OPEC AND OAPEC OVER PRICE — SITN 
HAS CHANGED DRAMITICALLY SINCE YOU WROTE. 

}RAQ UNHAPPY ABOUT ALIENATION OF W EUROPE THROUGH 
PRICE INCREASES BUT DECLARED POLICY NOW 1S TO PRICE OIL TO MATCH - 
OTHER COMMODITIES AND INDUSTRIAL GOODS IMPORTS. 
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le ‘oi intend to submit to lir «eir shortly recommending that 
‘Pitish Novevroraft Corporation I té should be “iven a licence to 
exvert five hovercraft to iraq. 


co  v@CGS, Tehran and huwait were consulted. Jeddea and Tehran 
re, crted that they could see no obsection to the sale: Kuweit 
feit tuat the sale should not be approved at presente «ith 

“pr i gerton's approval we pointed out to ©. 5 vur anyiety that this 
Sa:¢@ could have unfortunate COnNscelLUuences on our talks with the 
-Uwaitie on @ longeterm oil deal. ML sereed to put the latest 
position to the .mbassader in huwsit and ask for a further 
assessmente che .mbassador has now replied, ayain recommending 
Cnat tue sale should not be permitted but avoiding any reference 
to oil, ‘the sritish iovereraft Corporation are preasing «> for 
a pe, ly (i understend thet the matter has been Outatanding for 
some time, and ©.0 intend to put up their submission without 
altering their recommendation, 


Se withouch Luwait have not mentioned cil 1 still Asve 
reservations about the preposed sale. it would be difficult to 
Stor it now; but before the Lepartment coneurs, | should be giad 
to knOw your views. 





ail January 1574 
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INFN ON OIL SUPPLIES. 
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ECERTONS LETTER 2UC 19/408 /2 OF 18 DECEMBER REACHED ME 
9 JAN DUE TO CLASS! FICATION AND SINCE REPLY is SIMILARLY 


Dé: LAYED MEET CONTAINS MAIN POINTS. 
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12/1 30 January 1974 


Energy Dept 
FCO 


ue 
Dear Department 


IRANIAN/GERMAN TALKS IN SWITZERLAND 


You will already be aware that immediately following the recent 
visit of the Chancellor of the Exchequer and Mr Walker, the 
West German Minister of Finance, Herr Hans Friderichs, had 
talks with the Shah of Iran. No communiqué was issued after 
the talks, but according to reports in the Swiss press the 
discussions revolved around the supply of natural gas in 
exchange for West German assistance in the construction of a 
refinery, intended to be the largest in the world, in Southern 
Iran. The gas would be supplied by Iran to the Soviet Union, 
who would supply an equivalent amount to West Germany. Swiss 
press reports also say that no agreements were signed following 
the talks. 


Yours ever 


r is )' Li (LU wy, 


R _.iVED IN 
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G § Burton Esa., a ri 
Middle East Department, Gav Sie] \ 
fForeicn & Commonwealth Office, Obr ref reference 12/2 
London. | 


21 January, 1974 


“ 


y cod ( chow ' 


WK ms te Gp & 
TkAGI OIL FOR TURKUY ' X Me) 


& small Turkish delegation visited Irag 19 January 
led by Mr. Akuz Kolman, D.G. of the s»conomic Department 
of the Turkish Foreign Ministry. 





Zo The Turkish Ambassador hos made no secret of the fact 
that the Iragis have asked for US ji7-00 per barrel for oil 
this year, and the Turks are a little offended as they feel ill is 
their friendliness towards Iraq during troubled times should fi on 
put them in a favourable position on oil price and supply. 

| 





Je I do not know if the Turks succeeded in obtaining a 
better deale 
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VISIT OF MR NOVIKOV TO IRAQ 


1e Ian McCluney's letter from Biushiad of 15 January gave details of 
Novikov's programme in Baghdad from / —- 11 January. 


Z's We gather from our American colleasues that, according to their reports 
from the Middle East, Novikov's visit was not considered to have gone 

very well. The relative lack of publicity given to the visit in the Iraqi 
press (para 6 of McCluney's letter) vas matched by almost total silence about 
the delegation's activities in Soviet newspapers, 


Fa The assumption among colleagues here, which the Americans are convinced 
is true. is that the sole reason for the visit was the continuing difficulties 
over Iraqui oil supplies to the USSk. Our ow information from Arab 

contacts is that Iraqis have cut off at least part of the supply of oil, and 
are demanding a particularly high price in hard currency, The Americans 

here have the same information. ‘he I"rench Ambassador told the Ambassador 


on 24 January. however, that he thought that the Russians had agreed to pay 


the "new" price, He added, without -iving details, that French firms had 

been discussing with the Russians the supply of oil to Prance but had found the 
price "very high", According to a BP representative, to whom we spoke in 
lioscow this week, the Russians had told BP(France) that they were unable to 
Supply Russian oil in 1974, but had offered Iraqi oil from the Rumaila fields 
at prices close to the posted price for liiddle East oil, The Italians have 
also told us that the Italian oil company API had a team in Moscow in mid- 
January negotiating its 1974 oil imports from the USSR, and that they were told 
that there was no Soviet oil available for them, but that they could buy from 
the Soviet Union Iraqi oil at $17 a barrel. They were asked to make up their 
minds within five days (we have not yet heard what they decided). 


4. In short, it would seem that the Russians either have already agreed to 
paythe new price to the Iraqis, or are now reconciled to the necessity to do so 
and are doing their best to avoid having to absorb the full increased cost in 
hard currency by passing certain quantities on to their Western customers. 
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J.-L. Taylor, Esq., 

Foreign & Commonwealth Office, 
Downing Street, 

London, S.W.1. 





i 


Dear Jock, 


I thought that we should keep you advised from time to time 
of the progress of our European project for oil exploration/agricul- 
tural development in Iraq. The attached is a progress note of which 
Stephen Spain has a copy. 


Progress on the agricultural side has been surprisingly 
Swift and all four KBuropean sponsors are showing a lot of initiative 
in responding to the Iraqgis' call for quick action. On the other 
Side, which is of course the object of the exercise as far as we are 
concerned, we have scarcely started serious discussions but, as you 
will see, the financing now looks quite different in that the Iraqis 
intend to pay their own way - and they can certainly afford to do so: 
However, the companies will be at risk on the exploration money in 
case the Iragis default on their obligation to repay if the effort is 
unsuccessful. We shall certainly want to talk to you about political 
"cover" for this risk. We understand that the other groups are 
receiving sympathetic noises from their Governments on this matter. 





All of us firmly believe that this project points the way 
to the future pattern of oil development on a multinational rather 
than bilateral basis in 0O.P.E.C.-type countries, and we are sure that 
you will continue to give us your support. 





Note for HC Yee De. 
ed) 6 ee Oe \ / ~, * 


TRAQ/FUROPE PROJECT _ 


le Start of contacts: 





It is thought that the area around Kirkuk in Nortnern Iraq and the central 
area between Baghdad and the present producing fields of Southern iraq, are 
the most prospective areas left undeveloped in the Middle East and could give 
Iraq major new reserves to rival Iran or Saudi Arabia. With this in mind, 
contacts have been taking place since the middle of last year with repre- 
sentatives of the Government of Iraq to try and develop a deal whin would 
give a consortium of European companies the «pportunity to explore in the 
central area of Iraq (the Northem area is not open), and to secure rights 
to purchase oil discovered. 


In concept the deal was visualised as a comprekensive one combining 
exploration and oil purchase with proposals to assist the industrialisation 
of Iraqe It was recognised from the start that, beering in mind the political 
risk and efforts likely to be involved, a major deal of say 10-20 billion 
barrels per day reserve potential (say 2 million barrels per day production 
potential) would be required. However, since Iraq's oil policy seems directed 
along the lines of licensing exploration only in small pzrcels of territory 
which individually would not have that kind of potentiel, it was thought that 
this could only be realised via a new form of relationship which would appeal 
to the imagination of the Iraqis, and be in line with their declared policy to 
“industrialise" their oil. This could be achieved by linking the exploration/ 
production proposal whereby the European oil companies would acquire purchase 
rights in respect of a large proportion of any oil produced, with assistance 
to accelerate the economic development of Iraq. 


The European Governments of the companies concerned, ohell, CFP, Veba, ENI 
have been kept briefed from the outset because, since a ied! co provide 
guaranteed oil availability to these European countries, it would be logical 
for the Governments to offer political risk guarantees to cover both the 
exploration money and the heavy initial outlay on the development of any oil 
discovered which might amount to as much as $600m. The companies would be left 
with the normal commercial risk of the venture. 





The German, French and Ttalian Governments appear to be fevoursbly inclined 
to such guarantees. 


2e Proposals - sounding out contacts made with Iraq --evealed:- 


te Iraq is interested in this type of deal. 

bo) Iraq tends towards a no-risk and no profit arranger:ent on oil aspects 
with reimbursement for any investment if the ventuie is unsuccessful. 
Security of supply at commercial prices would be tre realised benefite 

(c) Economic development assistance is required on a very large scale but 

concentrated in the agricultural field rather than the general industrial 

sectore 


Accordingly, a comprehensive formal package popcsal was submitted to 
Iraq in December providing fors- 


(A) On Oil Matters 
(1) The Group of European oil companies to carry:7out oil exploration, 


development and production in specified and large vrime areas under the 
Supervision and direction of INU, 





ate 


(ii) Minimum expenditure on exploration to be 60m over a 5 year period. 
In the event of unsuccessful exploration Iraq to reimburse total expenses 
plus a commercial interest. 


(iii) In the event of successful exploration, the exploration and initial 
development expenditure plus a commercial interest, to be repaid by INOC 
within 5 years from the start of exports. 


(iv) The European Companies to carry out the operations for INOC who 
would finance capital expenditure and operating costs from the start of 
exports. 


(v) The Evropean Companies to have the right to purchase 90% of the oil 
produced at market prices together with some financial reward in consideration 
of services rendered. 


(vi) The contract to be for 20 years' exports preceded by an exploration 
period of 5 years maximum, 
(B) 


On Agricultural development - main elements: 





(1) The Group of European Companies to arrange fcr European technical 
resources and know-how to be put at the disposal of lraq for the development 
of lraq's agricultural potential. 


(ii) The objectives: 


(a) to establish with Iraq technical schemes aimed at promoting 
the social and economic development of Iraq's agriculture and 
to assist in their implementation. 


(b) to make Iraq independent of outside techrical assistance by 
training local personnel. 


Simultaneously, as part of the proposal, discussions weie held with the 
appropriate lragi authorities to assess the potential for providing this 
assistance and the types of projects requiring attention in the agricultural 
field. The main conclusions which were drawn were:- 


(a) iraq intends to finance all agricultural projects - does not need 
outside financial assistance but requires consider:.ble help in terms of 
expertise, supervision, organisation, management and training. 

(>) Iraq is concerned at the rapid growth of her .ilrevenues and is 
seeking their rgpid transformation into agricultursl development. 


(c) Iraq's objective is a "crash programme" of implementation of a whole 
host of identified and to some extent engineered projects. 


(4) The extent of the follow-up activity by he companies on the varous 
agricultural project possibilities identified will be an important factor 
in determining the size of any oil deal. 


3 Follow-up: 


In the immediate future, the Group of Companies involved are taking a series 
of steps to provide early assistance with the execution of the agricultural 
projects and are aimed at proving to the Iraq Authorities that the Companies 


fees 





are indeed serious. They involve!- 
(a) To provide so-ordination and drive for channelling“uropean expertise 
to lraq. The formaiion of an Agency, representing the Companies, which will 
supervise a Bureau, based in Paris. Its purpose is: 
to arrange, co-ordinate and advise on the availability of European expertise; 
to ensure that all assistance made available to Iraq is of the highest quality 


to provide contant as necessary with the European Governments involved. 


Preparations are already in hand for forming the Agancy and for recruiting 
a suitably qualified Head of the Bureau. 


(bd) To ensure availability of adequately qualified personnel, each Company 
has taken the responsibility for putting together one or two suitable teams, 
each one of which would have a specific project allocated to it. 





The present plan - that 5 teams should be sent out by end January 1974 with 
a further team being sent in February, for the following schemes:- 


irrigation and land development in the Kirkuk area (some 400,000 Hectare) 
UK, irrigation in East Gharraf (approx. 400,000 Hectare) 
irrigation projects in Ishaqi or Dalmaj (approx. 1C€0,000 Hectare) 
development of a state farm for livestock ‘ : 
V <| (Pts, schemes for general livestock development 

development of the Iraqi poultry industry 

Yet a further scheme of major importance to lrag, on which work will commence, 
but for which, as yet, no team can be sent, is the Mosul Dam. Because of the 
magnitude of this project - estimated at some $400mill:on - and the desirability 
that some part of the project falls to each of the courtries involved, discussions 
will first be set up in Eurcpe on the best way to orgarise implementation. 


All the above-mentioned schemes and also the othere indicated by the Iraqis 
have a considerable potential for generating employmen’ and foreign exchange. 
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pr Egerton (Energy Dept) 





Mr Wright 
(MED) 





1. When Mr Walters MP called on Lord Balniel this 
morning (I have minuted about other aspects of the con- 
versation separately) he raised the possibility of the 
United Kingdom enterine into some bilateral deal with 
Iraq involving oil. He said he had heard from an unnamed 
friend with very powerful contacts in Iraq that the Iraqi 
covernment were interested in an oil/industrialisation 
arrangement. Before taking this any further he wished to 
know whether HMG were in principle interested. 


2 Lord Balniel said that everything depended on the 
details and he would be cratefvl if Mr Walters could find 
out rather more about the Iragiidea, though he shotld be 
careful not to commit HG in any way. 


A J Coles 
5 February 1974 PS/Lord Balniel 
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UK/IRAQ RELATIONS 

My submission of 8 ebruary 
Secretary of State's comments on the submission, as amplified by 
Jashington telegram No. 543, I now attach a revised draft telesram 
to Paris containing the lines on which H.M. Ambassador should reply 
to the Iraqi Chargé d'affaires’ approach. 
Os Je have since received sughdad telegram No. 42 advising us 
that the lraqi Yoreign lfinister will be paying a private visit to 
Lonaon on 145 ifebruary in connection with medical treatment for his 
wife. I would have sugyvested that we take che same action with hin 
as we took with General Ghaidan, the Iraqi Minister of the Interior, 
who visited London last «sujsust, when Mr. Parsons and I paid a courtesy 
cull on him. However, in view of the Secretary of State's 
reservations on my earlier submission, JI assume he would not wish 
Similar action to be taken at this time with the Iraqi Foreign 


PRU. Wright 
Middle ast Department 


12 February 1974 
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YOUR TELS. NOG. 179 and 190 (paragraph 2): DIPLOMATIC 
RELATIONS WITH TRA. 

fiese expressions of Iraqi interest in the resumption 
of relations are encouraging, and I have considered the 
possibility that a senior FCO official might accompany 
the forthcoming: Committee for Middle East Trade mission to 
Baghdad to pursue discussions with the Iraqis. I an, 
however, concerned that discussions with the Iraqis before 
the election mifsht leak, and therefore propose to limit 
action at this stage to arranging for Lord Denman, the 
leader of the COILT mission, to be briefed about the Iraqi 


/nove 
CONFIDENTIAL 
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move and to do no more than report any Jraqi overture¢ 
~—-——$___ 


which missht occur during, the visit. 


lt is clearly important, however, to present our} 


reply to the lraqis in such a way that they will not 
feel their approach has been rebuifed and to go on 
record as recognising their approach as an initiative 


on their part. Please therefore arrange for an oral 


response to be conveyed to the iraqi Chargé d'affairep 


on the following lines. 


Ds iMG are grateful for the sus;sestion of the lraqi 


Governnent that discussions should tuke place with a. 


view to resuming diplomatic relations between our two 


countries. The suggestion that a liinister should 


visit Baghdad is much appreciated but the traq 


Government will no doubt realise that preoccupations 


over the period before and after the General Llectio 


on 28 February make it impossible for llinisters to 
consider any visits abroad in the near future (for 
his information a number of Ministerial visits have 
already been cancelled or postponed.) ilowever, 
bearing in mind the lraq Government's stated interest 
in discussing economic matters, HG suggest that the 
opportunity of the forthcoming mission planned for 
22-25 February and led by Lord Denman, the Chairman 
of COMLT, could be taken to explore the lines of 
future commercial and economic cooperation between 
our two countries. Lord Denman will be aware 

of the details of our contacts in Paris. HMG would 
be glad to know whether this proposal is acceptable 


to the iraqi Government. 
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bs For your own information, you should know that 
the COMET Mission will also include Sir Richard 
Beaumont of the iliiddle East Association, a former 
Ambassador in Barchdad. 

S You should give the details of the message and 
background to the I'rench. If they show signs of 


regarding our response as lukewarm, given their earlier 





assistance in sounding the Iraqis, you should emphasize 
that the timings of the Iraqi approach presents 
difficulties for us but that we shall keep the question 
under review and hope to be able to follow up the 


Iraqi approach within two or three weeks. 
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Which are Iraqs "friendly" countries? 





i 

Sushe y ul, 
In Baghdad the term friendly has been traditionally associated 
with the Eastern Bloc countries. They are the friends; the Arabs 
are brothers, and the rest are imperialists or undefined. 


Ce Since the war and the oil cutbacks the term "friendly countries” 
has taken a new meaning. Iraq has been careful in its definitions 

to be none too precise about who is friendly and who is not. During 
the war Western Europe was "neutral", and gradually became "friendly", 
by comparison with USA. When the friendly countries were listed 

by Arab Foreign Ministers, as a group or ‘individually, Iraq did 

not disagree, but simply kept her council. 


26 Among Western European countries, Iraq hailed France as 
having the right attitude, but no other European country has been 
specifically mentioned. As far as I can trace, the nearest the 
Iraqis have come to naming friendly countries is the interview 
with "Al Anwar" of Beirut when Hammadi said... 


"Iraq is now shouldering the task of solving the problems 
which friendly countries face because of the cutback by 
supplying them with national sector oil. Numerous 
delegations from friendly countries have arrived in 
Baghdad for discussion and negotiations. Delegations from 
Spain, Austria, Brazil, Poland, Tanzania, Pakistan, India 
and Bulgaria have come to us. All these countries are 
friendly and have stood at our side; but, despite this, 

_ they are now suffering a dangerous crisis. Iraq is trying 
as far as its limited capacity permits to solve their 
energy shortage problems." 


4. Though I missed it at the time, I should also record the 

editorial of the Baghdad Observer of 22 December. It said Iraq "has 

always been prepared to strike at foreign interests when any sign of 

aggression against the Arab Nation is shown by any state. With the 

nationalisation of PARTEX the only foreign shares remaining in BPC 

are those shares held ay pro-Arab countries." This is the only time 
.e 


I have seen Britain called pro-Arab in the government press, even 
indirectly. 





RECEIVED IN 









REGISTRY No. 38 |} 
io “ 3 i974 
Mr P HR Wright (Middle East Department ) ” TT | 


IRAQ - RESUMPTION OF RELATIONS 


1. I read with interest of the recent Iraqi 

| overtures t9 HMG beginning with Paris telepram 179 of 
S/2/7h. In this the Irayis proposed a delegation, 
including an economist, visiting Iraq in the near future, 
Whilst I fully understand our limited response (as in . 

| our telegram 83 to Paris of 14/2/7l,), could I mseke two 
points from an economic viewpoint. 


2 Iraq's oil potential is important; Energy 
Department's newsletter no )} stressed this aspect and 

it could be a Tagent factor in spanning the gap before 
Worth Sea comesJormstream. This aspect has already been 7 
recognised by the Japanese, | 


| If a inission to visit Iraq were conceived, 
natural subjects for discussion would be bilateral deals | | 
| ond Iraq's economic development which by their nature 
have economic aspects. Wconowmists Department have been : 
involved in recent debates on bilateral deals with : 
| CPRS, et al, and would be very willing to offer 
professional advice within the FCO on this subject. 


| lte I should therefore be very grateful if you could 
keep me posted as to developments on this front, 
particularly on any forthcoming mission end the results ! 
of Lord Denman's COMET visit. ! 


Adrian Smith .— 
Economists Department 


48 February 197 


Copy to Mr KEgerton, Energy Dept So . . 





Iraq =< 011 Policy 


Mr Donovan. 


Oil Prices 
CeCe G.SeBurton 


FCO. 





From talks with Lowrie and others the a 
following asking prices for Iraqi oil emerge: 
For Turkey «» from Banias | $15 200/barrel 


| 
| 
-$18.50/barrel 
| 
For India «from Basrah aars’chamaiaian 


For Austria ~from Hed 








I have no indication that any of Shoes 
prices have been accepted. 


I.McCluney | 
10 February 197 | 
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The May 1973 lraqi-French of contract (Text) Baghdad: The Revolution Command és 

Council has approved an amendment to a Bill ratifying the oil prospecting, production 

and marketing contract concluded between the lraqi National Oil Company LINOC] and 

the French ERAP in May 1973. The preamble of the new Bill provides that “in view of 
the technical reasons which caused a delay in signing the production and accounting 

| documents by the INOC and ERAP, and so that the period of six months should be 
consistent with the provisions of the supplement to the contract approved last year, the 
new ratification Bill has been enacted’’. It should be recalled that in accordance with the 
oil-prospecting and marketing contract, the Abu Gharib and Bazarkan oilfields in | 
southem Iraq will begin producing and exporting oil at a rate of 8,000,000 tons a year as cs 
soon as the deep water port is constructed in lraqi territorial waters in the Arab Gulf. The 
contract also includes the INOC’s. approval. that: a-consortium of Japanese companies y 
share part of the rights and interests of the French company in accordance with the | 
contract. Aira News Agency 0910 gmt 18 Feb 74) 
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G S Burton Esaqe, 
Middle Sast Denartment, 
Foreign & Commonwealth Office, 12/6 


London SWl. = 
28 January 197 
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Due to the classification of Stephen Egertons letter 
2JC 10/4h08/2 of 10 December 1973, I regret that I did not receive 
it until today 9 January. My answers to the points raised in 
Annex A are contained in the following paragraphst 





2 Cutbacks and Embargoes: Iraq has not co-operated with other 
Arab states in cutback now has a legal embargo been imposed. The 
press welcomed the embargo of USA and Holland at the time and 
Hammadi has said publically that Iraq is using its oil weapon and 
boycotting these two countries (Beirut 19 December). The policy 

of the Basrah Petroleum Company {BPC) is not to ship to potentially 
embarrassing destinations. The ultimate voices in matters of 
cutback and embargo are those of Saddam Hussein and President Bakr. 
They would need to obtain RCC agreement for any oil policy changes 
and in any case could not act independently of each other. 





De #ractical execution of oil policy lies with 0il Minister 
Hammadi and Under Secretary Chelabi. 


lie Iraq is, as far as we know, fulfilling its existing agreements 
for the sale of nationalised oil, and continues to allow BPC to 
fulfill its agreements with the oil companies. There is no special 
favouratism operating, except in so far as BPC are presumably acting 
unfavourably towards their customers in restricting them to destin- 
ations rather USA or Holland. 


5 Daily Loadings - 


(a) Information on daily luadings from _Xj ya is available 
from IPC in London who are informed daily by telex (Basrah — Kuwait - 
London). They hold a forward schedule for each months anticipsted 
loadings by destination. Since they also load nationslised oil at 
Khor Amaya, and the amount will increase dvring the next six months, 
the amount and destination of that INOC oil is 1lso known in London. 


(b) What BPC eannot tell us accurately is the auantity of 
nationalised oil loaded from berths in Fao, thoush their estimates 
of this must be pretty good. In any case the quantity is small. 


FERS tececaue 
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(c) Tripoli and Banias loadings are more difficult to 
ascertain. If these terminals still operate with any IPC 
management personnel, figures should be available in London. 
Otherwise it micht be worth asking Beirut nor Damascus for 
their views on the best source of information. ‘Syria and 
Lebanon must take a close interest in quantities pumped and 
loaded since they need to check the figures for their oil 
transit dues. 


6. Participation is hardly worth discussing for Iraq. 

The latest position in BPC is that BP, CFP and British Shell 
(Sic) are the only remaining shareholders, and the Iraqis 
regard these shares as being in the hands of friendly countrics. 
Iraq was offered participation in 1972 and that offer still 
stands. But they will no doubt consider nationalising the re- 
maining shares when the BPC expansion programme is nearing 
completion. Their declared policy is to nationalise, as the 
best means of controlling oil production and profits. Nation- 
alisation of IPC has worked well and they have no reason to 
doubt their ability to run BPC on the same lines. 





7. As to the real intentions of OPEC and OAPEC over price 
levels, the situation has changed dramatically since Egerton 
wrote. We have no special information here which would help 
the pundits in their analyses, but President Bakrs letter to 
President Nixon suggests that Iraq regards the price as far 
too low in the long term. Nevertheless they argue that the 
recent price rise was not handled to the political advantage 
of the Arabs, since countries favourably disposed towards arab 
political objectives have been alienated. 





I. McCluney 
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IRAQ = OIL POLICY 
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Oil Minister Hammadi's statement to the press in January 
has already been widely reported and used by Stephen Egerton in 
his latest Oil News letter. 






Ce For the record, however, I enclose a complete translation 
prepared here. Perhaps the most interesting point is the failure 
of Hammadi, given the opportunity at the end to express Iraqs 
appreciation of Russian backing in times of difficulty, to say 
anything remotely friendly about Lastern bloc assistance in oil 
development. 


a I notice that there has been some speculation (e.g. R B Bries 
letter of 30 January) about the prices the Russians are being 
charged for Iraqi oil. Pierre Cerles rumour is that Iraqs offer 
prices to USSR are: : 

ex Basrah $17 a barrel 

ex Med $19 a barrel 
The Basrah price must be particularly galling for them, since they 


have in the past regarded North Rumaila as virtually their own oil - 
field. 


ke 
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I. McCluney 


Translation from "Oil and the World" magazine for the month of 
January 1974. 
In an interview with Dr. Sadun Hammadi, Minister of Oil and 

Minerals and Chairman of the Board of Administration of the 

Iraqi National Oil Company a few days ago, a journalist submitted 

a, number of questions concerning certain basic matters connected 

with the Iraqi oil, and the Minister's replies, which were explicit, 

accurate and important, are published hereinbelow. 

Qe What is the total output of Iraqi oil by barrels per day, and 
what was the output last year, and what is the determined 
increase for the future, in 1975 or 1976 for example ? 

Ae The present output for this year amounts to 2,100,000 barrels 

per day. This amount represents an increase of 43% more than 

the average output per day for 1972. In 1972 the average 
daily output went down to less than 1,500,000 barrels per day 
as a result of the large decrease effected by IPC from the 

Northern oilfields which resulted in the nationalisation of 

its operations in Iraq in June of that year. 

Our present plan aims at increasing the output so as to become 

more than 5,500,000 barrels per day with the advent of 1975. 

What is the number of tons which will be available with the 

INOC for direct sale in 1973 as a result of the expansion of 

its ownership of oil production ? 

Ae The INOC started to produce oil from its Northern oilfields 
(such as the Northern Rumails oilfield) in April last year. 
Its output from the field, which at present is limited by the 
existing Port facilities at Fao, amounts to 5 Million tons for 
1975. The INOC is also marketing the oil produced kes from 
the nationalised oilfields in the North, which amounts to 
about 60 Million tons in 1973. 

Qe What are the measures which you intend to take for increasing 
the traffiocing of this oi1? Do you, for example, expect to 
constiuct any joint refineries in any facilities after the 
output ? Where will these be constructed ? Are you closing 
a number of long-term deals aiming at selling this oil, and 
do you feel that probably within another decade of time the 
existence of world oil companies make become not necessary 
when the national oil companies would undertake most of the 
Bale direotly 7? 
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On marketing our oil, we have pursued a policy of direct sale 
to our clients and we have been able to market all the oil 
available with us without resorting to joint refineries. Our 
policy is based on the refining of a part of the output of our 
crude oil within Iraq for the purposes of exportation. Up to 
this date, our refineries had been constructed for tke meeting 
the requirements of our local consumption. New refineries will 
be constructed in Iraq for the purpose of exporting oil 
products. If, however, suitable circumstances call for the 
establishment of joint refineries outside Iraq, other Arab 
countries will be given priority in this connection and then 
this will be followed by other members of the oil exporting 
countries organisation. As to the marketing of our oil, we do 
not encourage the conclusion of long-term deals, although we 
undoubtedly promote and strengthen the existence of Long-term 
relations with clients from countries which share us mitual 
benefits and good-will. 
As to the role of world oil companies in future, that depends 
on the role to be played by these companies in the orientation 
of themselves according to the change of circumstances and 
their respect of the national interests of the producing 
countries. In as much as the matter concerns Iraq, our policy 
is to place the oil sector in the service of the economic 
development of our country and providing the bases for its 
industrialisation. Experiment has taught us that the 
realisation of these aims do not come and must not come from 
foreign companies. \/e have our own National Oil Company and 
on this Company falls the responsibility for the development 
of a x1 mxsives national industry comprehensive with national 
economye Iam ina position to add that every member state 
of OPEC has established a national oil company of its owne 
Are you worried through the appreciation of the prices of crude 
oll caused by competition arising from kms other energy sources, 
such as the Colorado stone, Athibaska sand, and coal ? 
The prices of oil were lower than those of other traditional 
energy sources. Since they are still lower, its comparison 
will be more in relation to the prices of the probable new 
energymn sources. Such being the case, even if the prices of 
crude oil only appreciate, they must appreciate in a large 

Wy jhe new energy sources mentioned become ie really 
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oil are not increased in relation to the prices of substitute 
energy sources. These increases took place due to the monetary 
inflation and the continued appreciation of the prices of 
manufactured products exported by the industrial countries. 
These elements bear an effect on the prices of oil and also 

on the prices of other sources of energy and lead to about 

the same or in fact more increase in cost and prices. We are, 
therefore, disturbed in fact from the appreciation of the prices 
of our imports and must take preventive measures to prevent 

more deterioration of the purchasing power of the oil royalties. 
However, we are not disturbed from the existence of other 
aspects of energy sources, because such competition will lead 

to show the cheapness of our oil which was sold throughout the 
past years. | 

Do you welcome the arrival of American oil companies to carry 
out explorations in Iraq on the basis of an gency contract? ; 
And do you find any form for cooperation which would permit 
foreign companies to work in Iraq? Are there any American 
technical oil equipments which you would favour to purchase ? 
The general situation with regard to the possibility of the 
existence of cooperation with American companies collectively 
depends on American policy towards the Arab nation — a policy 
which has continued to be inconsistent with the xiv 
legitimate rights and interests of the Arabs. Private foreign LU 
companies, including the American companies, which wish to i’ 
work in Iraq on the bases of commercial competition within 
mutual interests will be welcome in Iraq. The scope of 
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cooperation is not confined to that of oil only, but inoludes 


other spheres towhich the country is in need, such as experts 
and xu industrial products required by economic develoment. 
Your government is inoreasing the output to a very iugxr large 
extent. How do you tally between this and your policy of 
using the oll as a weapon in the Arab-Israeli confrontation? 
in order that this weapon may be effeotive, should not the 
outputoof oil be limited ? 
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Let me explain to you that this was not merely a 
political desire on our part to use the oil as a weapon 
in what you called the Arab-Israeli confrontation, but 
was a conditional necessity. Any nation facing the 
danger which the Arab nation is facing would have done 
the same. Being a part of the Arab nation, Iraq is 
undoubtedly utilising its oil output and its oil 
royalties for the Arab cause of Palestine. These 
considerations have previously dictated upon us the 
conditions of our oil policy and the attitude of our oil 
exports and commercial relations. On this bases, there 

Ls no connection between the use by us of the oil as a 
weapon and that of the increase of the output of our oil. 
As a matter of fact, the increase in our output of oil is 
not very large. Iraq is considered one of the richest 
countries in the area in its contents of oil reserve. 

In spite of that and during the past 10 years the average 
increase of annual output of oil was the least in the aréa, 
ise. less than 5%. The present determined increase is 

to make good, at least partially, the mffimrt accumulated 
effect which accrued from the productive policy pmrsued 

by the oil compagies, suchas the IPC, before the 
nationalisation of its operations. 

Lt is said that your government is studying the construc- 
tion of a new refinery with a capacity of 10 Million tons 
in the Sout) of traq- Do you intend to construct this 
refinery": 6n, youy: ‘own account or have you foreign partners | 
who wish to do so ? 

The refinery will be constructed and administered by Iraq 
alone « 

Will you be good enough to elucidate the 'picture' 
relating to the new pipeline. I lear that a French 
company is assisting you in expanding the Kirkuk- 
Mediterranean line and to raise it to 70 Million tons 
per annum in lieu of 60 Million tons, and that you have 
allotted 400 Million dollars for the construction of a 
1000 kilometer pipeline to "Dortyol" (WY passing through 
Turkey and of a capacity of 25 Million tons starting from 
1977 in addition to the construction of a third line from 
Kirkuk to a port on the Arab Gulf. Is this worrect 7? | 


Ae 
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Yes, this is true. I have already said that the present 
average output of the INOC is limited not because of the 
productive Peo from the field but because of the limited 
capacity in the port facilities. The same thing also 

applies to the productive capacity from the Northern fields 
which is dictated by the limited capacity of the present me 
pipelines passing to Syria and the Lebanon. The transport 
facilities from our fields in Kirkuk to the points of 

export on the Mediterranean or the Arab Gulf have caused 

us real problems. Thus, immediately after the nationalisa—- 
tion of the operations of the IPC in Iraq, we started to 

plan for the expansion of the capacity of the present 
pipelines and port facilities and the construction of new 
installations as a part of a short and long-term plan 

intended to expand the output. Pipelines differ fron 

tahkers because they are not movable or flexible. 

Flexibility in relation to us means ensuring the continued 
flow of our oil to the markets. Such being the case, they 

are not less important than the inorease of the capacity 





of output and facilities. Our plan for a new network of ° 
pipelines aims at increasing the capacity of transportation 
and making flexibility available. Such being the case, ¢ 


the Kirkuk-Banias pipeline is being expanded in order to 
strengthen its capacity and raise it by an additional 10 
Million tons. It will be possible to effect further | ° 
expansions in the capacity of output fron our Northern | 
fields and to effect development in new fields for the 

purpose of production. Such being the case, a new 900 
kilometer line will be constructed. It will pass through 
Turkey and will have a maximum capacity of 35 Million tons. «© 
There will also be constructed a new double strategic 


- pipeline, 655 kilometers long, and will link the Northern 


fields to the Southern ports of Iraq. The capacity of this 
line will be 44 Million tons in the direction of the North, 
and 50 Million tons in the direction of the South. The 
contract for ZRZA the construction of this line will be 
Signed very shortly. As a part of the same plan, a deep 
port in the South of Iraq will be built for the account 
of INOC. It will have an export capacity of 80 Milliog tons 
i will have facilities for renaiving tankara __ 
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of a capacity of 550,000 tons. The contract for the 
construction of the sea facility has already been signed. 
To the side of the expansion programme which you are 
undertaking, what is the extent of the change in the 
‘picture! of oil in Iraq in comparison to the condition 
which prevailed before the nationalisation of IPC ? 
Our oil resowrces are limited and exhaustible. It is 
necessary to employ the oil sector as a bases for the 
industrialisation of our economy and the setting up of 
new productive resources. Such being the case, our oil» 
royalties must be employed for ensuring the plans of the 
economic development and for expediting the industrialisa- 
tion of our agriculture and other economic sectors. 
In the past when the petroleum companies controlled the 
production and export, the companies were in a position 
which enabled them to control the quantity of our 
royalties and ultimately to control the sphere of our 
development plan. The companies were also in a position 
to obstruct or delay the implementation of our plan by 
obstructing or reducing production. This is what t ook 
place actually in 1972 when the IPC effected a large 
decrease in the quantity of production from the Northern 
fields which led to the Government freezing several 
development projects. The acute decrease in production 
which took place in 1972 led to an unbearable condition, 
and the Company placed its interests and tactics in 
determining the quantity of production in lieu of the 
national aims of the country and its economic requirements. 
The Government had no alternative but to take steps for 
ensuring the realisation of its economic plan of 
development and to achieve the aims thereof. The 
condition now differs from what it was in the past. 
The requirements of the economic development plan at 
present decided the average produotion of oil and the 
amount of our oil royalties. On the bases of the fact 
that 65% of our oil output comes from the national sector, 
we are in a position which enables us to make the oil 
sector supplementary on a large scale in the national 
development and to link the operations of exploration, 
production and marketing to the exeoution of the 
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the world markets. 
Will the INOC carry out its expansion programmes by itself or 
will it ask for the help of other foreign companies in the form 
of service contracts, and will it invite American companies or 
accept (? them) as partners in such contracts ? 
The INOC is completely responsible for the exploration and 
development of oil resources in Iraq, excluding the lands 
allotted to BPC. Such being the case, when the INOC carries 
out explorations and drillings throughout the country, x<hex 
it invited other companies to enter into contract service with 
them for the purpose of expediting the operations of 
discovery and the production of oil in determined areas. 
There are already three foreign companies operating in Iraq 
as contractors for the INOC, namely, ERAP, PETROBRAZ and the 
Indian National Oil and Gas Company. The INOC has announced 
the opening of six new areas the total area of which amount to 
about 48,000 kilometers and the tenders therefor are accepted 
up to the end of the present year. These areas will be awarded 
on a competitive bases in accordance with service contracts. 
A company which possesses bigger efficiency and is more 
useful to the INOC will have a better luck and will be awarded 
the required area.e These service contracts guarantee to the 
contractor the refund of the exploration expenses when it . 
succeeds, and crude oil will be made available to it for a lLong-~= 
term and on a special price. It will also guarantee to the 
contractor the average production and the price to be paid, 
since that forms a part of the tenders, and ultimately 
negotiations will take place with the INOC before signing the 
contract of service. | 
At the recent meeting held by OPEC in Vienna, Decision No. 160 
was taken. The decision referred to the “un-erealized profits" 
obtained by the oil companies. Will you be good enough to 
elucidate this more widely. And is there are any indication of 
the proportion of amount of this “unrealized profits". 
The Tehran Agreement and other relevant Agreements put into 
Operation a new "taxation system" depending on a determined | 
proportion between the profits of the companies accrued from 
the realized sale of crude oil and petroleum products, and 
between that collected by the Government of the producing | 
country. Sinoe the beginning of the present year, economic 
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welcome your visit and will be able to arrange a visit to you 


=. 

and commercial circumstances connected with the crude oil 
market and petroleum products have large changed. Profits 
accrued from the realized sale of crude oil and petroleum 
products have increased. The financial proportion under the 
Tehran Agreement has largely changed in favour of the oil 
companies and at the expense of the producing countries. Ye 
This increase in profit did not take place in view of any 

new production element offered by the companies or any new 

service rendered by them, while the companies bore no xsw 

expense for that. Such being the case, this revenue becomes 

an "“un=-realized profit" gained by the companies. As to us, 

it consists of a plain appreciation of the value of our lost > 
wealth, iee. crude oil. The amount of this appreciation can 

be ascertained subjectorily. However, whatever the condition 

may be, it must be refunded to the owners of the lost wealth, 
nanely, the producing countries. 

A last question, what is your reply to those who claim that 

Iraq has been allowing,more and more, the Russians to administer 
the production of its oil, a matter which means that you are 
substituting etcoloniser for another ? ‘ 


/ The replies which you have obtained to your previous questions 


elucidate to you that those who say so are either those who 
are not acquainted with facts or that they are not concerned 
with facts. If you wish to visit the Rumaila field, we will 


at any time suitable to you. 


At any rate, the o&1. ‘produced from the national seotor is — | 
under the disposal of INOC. 
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(12) Preparing and supervising the conclusion of economic cooperation loan agreements witt#-se 


the governments of foreign states and following up on their implementation. 





(13) Preparing and supervising the conclusion of agreements for the rescheduling of the re- 
_ payment of debts with the governments of foreign states and following up on their imple- 
mentation, 


(14) Supervising the administration for sequestration and preparing for the payment of com- 
pensation in respect of foreigners and for the conclusion of compensation agreements 
with foreign governments, and following up on the implementation of such agreements. 


(15) Supervising the General Authority for Arab Fund Investments and the Free Trade Zones, 


8, 





t to Recommission Suez Refineries: The two Suez refineries, badly damaged by the 
Israelis in the aftermath of the 1967 war (MEES, 27 October 1967), are to be repaired and 
gradually recommissioned, according to Eng. Muhammad Ramzi al-Laithi Chairman of the 
Egyptian General Petroleum Corporation. Eng, Laithi expected the refining capacity of the 
Suez plants to reach 1,5 million tons/year in 1974, rising to 5 million tons/year in 1975. 


(Before their destruction by the Israelis in 1967, the two government-owned refineries 
at Suez had a combined refining capacity of 7.2 million tons/year: the Nasr Petroleum Com- 
pany with a refining capacity of 4,2 million tons/year and the Suez Company for the Processing 
of Petroleum with a refining capacity of 3 million tons/year. Following their destruction, 
Egypt stepped up the capacity of the Alexandria refinery and established three new plants at 
al~'Amiriyah, Musturud and Tanta, The refining capacity of the latter four plants is scheduled 
to rise to 8.5 million tons this year (MEES, 1 February) and even assuming that there would 
be no further increases in their capacity in the following year, Egypt's total refining capacity 
would rise to 13.5 million tons in 1975 with the recommissioning of the two Suez plants. ) 


IRAN 
9. World Bank and IMF Endorse Iranian Development Fund Plan: The World Bank and the Interna- 
tional Monetary Fund (IMF) have endorsed the Shah of Iran's proposal for a world develop- 
ment fund to offset the effects of oil price increases on the developing countries, The endorse- 
ment was announced at a press conference in Teheran held by the Iranian Prime Minister, 

Mr. Amir Abbas Hoveida, the Managing Director of the IMF, Mr.Johannes Witteveen, and 

the President of the World Bank, Mr, Robert McNamara, 





According to Mr. Hoveida, the fund is to have a capital of $2-$3 billion in the first 
year, of which Iran is prepared to contribute $1 billion, The fund will be administered 
equally by the oil producing, developing and industrialized countries and will make long-term, 
low-interest loans available to the developing countries to finance vital imports. 


IRAQ 


Ce fen 10. RCC Ratifies Supplemental Agreement to Elf/ERAP's 1968 Service Contract: The Iraqi 
a He Revolutionary Command Council (RCC) ratified on 17 February the supplemental agreement 
) 





to Elf/ERAP's 1968 service contract, which was finalized between the two sides in May 1973 
(MEES, 18 May 1973). 
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Under the supplemental agreement, Elf/ERAP will develop the Abu Ghirab and 
Buzurgan fields with a view to starting production from the two fields combined at a rate of 
8 million tons/year (160,000 b/d) as soon as the construction of the deep-sea terminal in 
South Iraq is completed. Elf/ERAP will also construct a 170-km. pipeline linking the two 
fields to the North Rumaila tank farm, 


In addition, Elf/ERAP will carry out a supplementary exploration program on its 
Blocks I (the Buzurgan/Abu Ghirab area near the Iranian border) and Block IV (in the Basrah 
area) where oil was found in the Siba structure in 1969. 


The agreement also incorporates the approval of the Iraq National Oil Company 
(INOC) for the assignment of 40 percent of Elf/ERAP's rights to a Japanese group composed 
of Sumitomo Petroleum Development Company, Mitsubishi Petroleum Development Company, 
Japan Petroleum Development Corporation, Japan Petroleum Exploration Company, and 
Teikoku (imperial) Oil Company. 


Contract for Umm Qasr Sulfur Export Facilities Awarded to the Hungarian Firm Chemokomplex: 
On 6 February, the Iraqi Ports Administration awarded an ID 1, 25 million ($4.13 million) con- 
tract to the Hungarian firm Chemokomplex for the construction and supply of equipment and 
facilities for the liquid sulfur export terminal at Umm Qasr port in South Iraq. The project, 
scheduled for completion within 23 months, is designed to double Iraq's sulfur exports from 

the Arabian Gulf, Meanwhile, work onalarge conveyor belt being erected at the sulfur export 
pier in Umm Qasr by the Iraqi Ports Administration is reputed to be nearing completion, 


Iraq Concludes Economic Cooperation Protocol with Yugoslavia: During the visit to Iraq of 

an official Yugoslav delegation, headed by the Yugoslav Under Secretary of the Ministry of 
Economy, an economic cooperation protocol in the field of industry, agriculture and oil was 
signed on 17 February between the two countries. In announcing the conclusion of the protocol, 
the Iraqi Under Secretary of the Ministry of Industry, Mr. Muhib al-Din al-Tai, stated that an 
Iraqi delegation would shortly visit Yugoslavia to conclude agreements for the implementation 
of new projects in Iraq with Yugoslav assistance, 


Iraq Concludes Trade Agreement with Bangladesh: On 18 February, atrade agreement was 
concluded in Baghdad between Iraq and Bangladesh, The agreement, signed by the Iraqi Min- 
ister of Economy, Mr, Hikmat al-Jazrawi,and the Bangladesh Foreign Minister, Mr. Kamal 
Husain, provides for the export by Iraq to Bangladesh of Iraqi goods including cement, oil 
products, chemical fertilizers, dates and tobacco, and the import from Bangladesh of jute, 

iron and other products. The agreement also calls for the setting-up of a joint Iragi-Bangladesh 
committee, which will meet once a year alternately in Baghdad and Dacca, 


Meanwhile, a Reuter's report from Dacca dated 16 February stated that during the 
visit of the Iraqi delegation to Bangladesh, the two countries signed an oil barter deal under 
which Iraq would supply Bangladesh with 100, 000 tons of crude oil in exchange for £1,2 mil- 
lion worth of jute. The report added that the first consignment of Iraqi oil was expected to 
arrive at Chittagong port during the first week of March. 
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1 Turkish-Iraqi Oil Pipeline Agreement 
Ankara home service 1100 gmt 7 Mar 74 
Excerpt from report: 


Preliminary measures connected with the Iraqi-Turkish oil pipeline agreement 
for the transport of Iraqi oil to the Mediterranean have been adopted. The decision on 
this subject by the interministerial economic council came into effect after being 
approved by the Council of Ministers. According to these measures, the Turkish oil 
| | company will act as Turkey's representative in the construction of the pipeline. Thus the 
RA Turkish oil company will establish a subsidiary joint-stock company to ensure the timely 

: implementation of the work stipulated by the Turkish-Iraqi pipeline agreement and to 
‘re operate the pipeline. The Turkish oil company will own at least 99 [as heard] per cent of 
pp this subsidiary. 


Domestic and foreign finances needed for the construction of the [Turkish 
portion] of the pipeline will be provided by the Finance Ministry. According to the 
decision of the interministerial economic council, all ministries and state organizations : 
will give priority to the implementation of the proceduresconnected with the pipeline 
= project and will provide every facility to that end... 
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Mr. Weir 


UK/IRAQ RELATIONS 


Problem 





Flags aA H.M. Ambassador in Paris recently received an approach from Ss 
the Iraqi Chargé d'Affaires suggesting that a delegation, led by 
a Minister, should visit Baghdad to discuss the resumption of 
diplomatic relations. We sent an interim reply welcoming the Iraqi 
approach but explaining that in view of the forthcoming General 
Election it was impossible to respond positively at that stage. 
Hiow should we now follow up? 
Background 
2 The Iraqis broke relations with us in December 1971 on the 
grounds of alleged "collusion" in the Iranian seizure of the Tunbs 
and Abu Musa. Since then, both countries have maintained Interests 
nections in the respective capitals restricted to commercial and 
consular work. 
as After several indications that the Iraqis were considering a 
resumption of relations, an approach was made by the Iraqi Chargé 
d‘'Affaires in Paris to H.M. Ambassador there on 8 February saying 

Flag A that the lragis were ready to receive a delegation led by a Minister 
authorised to discuss the resumption of relations; the delegation 
should include economists authorised to negotiate agreements with the 
Iraq Government on the lines of the recent Iraqi/Japanese agreement 
(providing for a Japanese loan of $1,000 million). We replied on 
14 February expressing our appreciation of the approach but pointing 
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out that preoccupations over the period of the General Election 
made it impossible for Ministers to consider any visits abroad in 
the near future. A previously arranged COMET mission visited 
Baghdad from 22 to 25 February but received no political approach 
from the Iragis. Simultaneously, however, the Iraqi Minister of 
foreign Affairs and of the Interior were visiting the UK private 
and made it clear that a oe ee” was required in 


Baghdad before a resumption could come about, 





ts The Iraqis had made a parallel approach to the West Germans 

and on 25 February a delegation led by a senior government official, 
described to the lragis as the "Deputy" Minister for Foreign Affairs, 
arrived in Baghdad. The resumption of diplomatic relations 

between the two countries was announced on 28 February. The Germans 
told us in advance that they would only agree to substantive 

economic talks after a resumption of relations. This is reflected 
rileg B in the ensuing communiqués. 

Argument | 

or It would, 1 believe, be to our advantage to have full diplomatic 
relations with Iraq provided this can be arranged without detriment 
to our other interests. In brief, the reasons are as follows: 

(a) Commercial. We have traditionally been the leading Western 
trading partner of the Iraqis and it is only in the past year that 
the French have overtaken us. Since the agreement between the lrag 
Petroleum Company and the Iraq Government in February 1973, and the 
rise in oil prices, Iraq has become a much more attractive market 


and its long-term economic future seems secure. 
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(b) Oil. It is now estimated that Iraq could be second only to 
Saudi Arabia in the Middle Last in terms of oil reserves. 
(c) Our traditional contacts with Iraq in the fields of training 
and education would be encouraged by a resumption, and would 
increase Western influence to the possible containment of Soviet 
influence there; in this context, the Shah of Iran has said that 
he would welcome a resumption of UK/iraq relations. 
6. I recognise that in existing circumstances it may well prove 
impossible to send a delegation led by A Minister, although there 
is an obvious risk that any other than a Ministerial mission will 
be regarded unfavourably by the traqis in contrast with the West 
German response. Nevertheless, I believe that it is in our 
interests to respond, and to do so quickly. If the delegation is 
not to be led by a Minister then I consider that the leader should 
be someone whom the Iraqis will recognise and accept as an 
interlocuteur valable. A suitable choice would be Sir Harold 
Beeley, who, when British Ambassador in Cairo, negotiated the 
resumption of Anglo/Iraqi relations in 1968. If this is agreed, 
an official (perhaps myself) should accompany Sir Harold Beeley. 
If the Iraqis return to the subject of economic cooperation we 
should point to the COMET mission in the first instance and add 
that any further contacts should be explored after a resumption, © 
much as the Germans seem to have done. 
Recommendation 
ve I therefore recommend that 
(a) We should approach Sir Harold Beeley forthwith with a 
request that he act as leader of the "political delegation"; 
/(o) 
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(b) We should inform the Iraqis via the Chargé d'Affaires 
in Paris that Sir Harold Beeley and an FCO official 
would be ready to visit Baghdad as soon as possible to 
discuss the resumption of diplomatic relations; and 

(c) We should inform the US, the French, Iranian and Kuwaiti 


sovernments of our proposed course of action. 


» a, 


_) 


P.R.H. Wright 
Middle East Department 


1% March 1974 
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Mr. Weir Cn. 
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Flag A Ags you know, the Secretary of state agreed on 20 March 
to the recommendation in my submission of 13 March that we should 
approach Sir Harold Beeley with a request that he act as leader 
of a "political delegation" to discuss a resumption of diplomatic 
relations with the Iraqis. This has been discussed with Sir Harold 
who expressed some reservations about undertaking this task, 
primarily because the Acting *oreign Minister with whom he 
negotiated the previous resumption has spent most of the time 
since then in gaol and Sir Harold therefore doubts whether it 
would be appropriate for him to undertake the same mission again. 
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UK/IRAQ RELATIONS 


2. In the circumstances, the Permanent Under-Secretary has 
suggested that Sir Donald Maitland might undertake the mission to 
Baghdad. 1 understand that tentative soundings have revealed 
that Sir Donald would be able to visit Baghdad on 9 April and 
I therefore recommend that a telefram on the lines of the attached 

| draft be sent to Paris. 


46 I also recommend that the telefsram be copied to other posts 
and that H.M. Ambassadors in Washington, Paris, Tehran and Kuwait 
should be authorised to inform the governments to which they are 
accredited in accordance with recommendation (C) in my earlier 
submission. Similar action should be taken in Stockholm. 





P.R.H. Wright 
Middle East Department 
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a enpeeeye Your telegram No. 218 (not to all) and my telegram 
——— No. 27 to Baghdad: UK/IRAQ RELATIONS 

ane The Iraqi Ministers of Foreign Affairs and Interior, 
So recently in London on private visits, have emphasised that 
aan it would be necessary for a "political delegation” to visit — 





Economists Dept 


ag . 0. impti lat ld be arranged. 
Research Dept (ME) Baghdad before a resumption of relations cou 3 ged. 


I have agreed that Sir Donald Maitland should visit 
| Baghdad for this purpose. 

“opie we ee | Please therefore arrange for an oral response to be 
conveyed to the Iraqi Chargé d'Affaires on the following 
lines. 

56 I have-now had an opportunity to consider the Iraqi 


suggestion that talks should be held in Baghdad with a view 
*.% 


/to 


‘ 
to cio | “ng diplomatic relations. I therefore 

propose that Sir Donald Maitland, Deputy secretary in 
the FCO and lately Permanent Representative to the 

UN, should visit Baghdad for this purpose. oir 

Donald would be available to travel on 9 April. 

I would be glad to know whether this proposal is 
acceptable to the lraqi Government. 

3. For your information, we do not (not) propose to| 
send any "economists "with Sir Donald (your telegram 
No. 179 , not to all). If questioned on this, you 
should take the line that the COMET Mission in 
February was welcomed by the lraq Government to discuss 
future commercial and economic cooperation, and that |. 
any future economic discussions must follow a |: 
resumption of relations. 

u. You and H.M. Ambassadors in Tehran, kuwait, 
Stockholm and Washington have discretion, on receipt 
of confirmation from Paris that the proposal is 
acceptable to the Iraqis, to inform in confidence 


the Governments to which you are accredited. 
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Mr. Weir 


UK/IRAQ RELATIONS 
Problem 

H.M., Ambassador in Paris recently received an approach from 
the Iraqi Chargé d'Affaires suggesting that a delegation, led by 
a Minister, should visit Baghdad to discuss the resumption of 
diplomatic relations. The delegation should include "economists" 
authorised to negotiate an agreement on the lines of the recent 
Iragi/Japanese agreement. The West German government, having 
received an identical approach, responded by sending a "Deputy 
Minister" and a resumption of Iraq/FRG relations was announced on 
28 February. We sent an interim reply welcoming the Iraqi approach 
but explaining that in view of the forthcoming general election it 
was impossible to respond positively at that stage. How should we 
now follow up? 
Background 
Ce The Iraqi Government broke diplomatic relations in December 
1971 on the grounds that HMG had been guilty of "collusion" with 
Iran in the seizure of the Tunbs and Abu Musa. Since then, both 
countries have maintained Interests Sections in the respective 
capitals restricted to operating in the commercial and consular 
spheres. 
3. After several indications that the Iraqis were considering a 


resumption of relations, an approach was made by the Iraqi Chargé 


d'Affaires in Peris to H.M. Ambassador there on 8 February saying | 
| ee — _— eS ees 
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Flag A that the Government of Iraq was ready to receive a delegation 


from the UK led by a Minister authorised to discuss the resumption 
of relations and that the delegation should include economists 
authorised to negotiate agreements with the Iraq Government on the 
lines of the recent Iraqgi/Japanese agreement. (This agreement 
provides for a Japanese loan of $1,000 million for use towards 
petroleum and light industrial development against the supply of 
oil and petroleum products. ) We replied on 14 February through 
the same channel expressing our appreciation of the approach but 
pointing out that preoccupations over the period of the General 
Election made it impossible for Ministers to consider any visits 
abroad in the near future. We added that the COMET mission under 
the Chairmanship of Lord Denman would be visiting Baghdad from 

22 to 25 February and that quite apart from discussions on the 
future of our mutual commercial and economic interests which would 
naturally be undertaken by that mission, Lord Denman would also be made 
aware of the details of the Iraqi approach in Paris. The mission 
took place without any political approaches from the Iraqis. 
Simultaneously, however, the Iraqi Ministers of Foreign Affairs and 
of the Interior were visiting the UK privately and we took the 
opportunity to pay courtesy calls on them. During these calls both 
Ministers made it clear that a "political delegation" was required 
in Baghdad before a resumption could come about. 

4. The Iragis had made a parallel approach to the West German 
Ambassador in Paris and on 25 February a delegation led by a senior 


/government 
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government official, described to the lIragis as the "Deputy" 
Minister for Foreign Affairs (but in practice equivalent to a 
Deputy Under-Secretary) arrived in Baghdad. As a result of 

the ensuing negotiations, the resumption of diplomatic relations 
between the two countries was announced on 28 February. Although 
the delegation included two officials from the Ministry of Econony, 
the Germans told us in advance that they would only agree to 
substantive economic talks after a resumption of relations. This 
is reflected in the ensuing communiqués. 

Argument 

De It would, I believe, be to our advantage to have full 


diplomatic relations with Iraq provided this can be arranged without 


detriment to our other interests. In brief, the reasons are as 


follows: 

(a) Commercial. We have traditionally been the leading Western 
trading partner of the Iraqis and it is only in the past year that the 
French have overtaken us.. Since the agreement between the Iraq 
Petroleum Company and the Iraq Government in February 1973, and 

the rise in oil prices, irae tae become a much more attractive 

market and its long-term economic future seems secure. Without 
normal diplomatic relations and the access to senior levels in the 


Iraqi régime which these would give us, we are in danger of losing 





our proper share of this increasingly important market. 
(>) Oil. It is now estimated that Iraq could be second only to 
Saudi Arabia in the Middle East in terms of oil reserves. A 
resumption in diplomatic relations would help us to ensure access 
/to 
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to Iraqi oil, and to assist the efforts of British oil companies 

in obtaining exploratory concessions in the area, 

(c) Our traditional contacts with Iraq in the fields of training 
and education would be encouraged by a resumption, and would | 
increase Western influence to the possible containment of Soviet 
influence there; in this context, the Shah of Iran has said that 
he would welcome a resumption of UK/Iraq relations (although we 
shall need to explain a resumption to the Iranians and others in 
advance). 

6. The COMET mission may have served to satisfy the Iraqi request 
that HMG should display interest in cooperating with the lraqis on 
economic development. The lraqis however made it quite clear that 
they regarded the COMET mission as bearing no political mandate 
whatsoever. It remains for us, therefore, to decide how to follow 
up the lragi request that a political delegation should be sent to 
Baghdad. 

Je I recognise that in existing circumstances it may well prove 
impossible to send a delegation led by a Minister, although there 
is an obvious risk that any other than a Ministerial mission will 
be regarded unfavourably by the Iraqis in contrast with the 

West German response. Nevertheless, I believe that it is in our 
interests to respond, and to do so naiokis, If the delegation is 
not to be led by a Minister then I consider that the leader should 


be someone whom the Iraqis will recognise and accept as an 





interlocuteur valable. A most suitable choice would be Sir 
Harold Beeley, who, when British Ambassador in Cairo, negotiated 

/the 
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the resumption of Anglo/Iraqi relations in 1968. If this is 
agreed, an official (perhaps myself) should accompany Sir Harold 
Beeiey. If the Iraqis return to the subject of economic 
cooperation we should point to the COMEL mission in the first 
instance and add that any further contacts should be explored 
after a resumption, much as the Germans seem to have done. 
Recommendation 
8. I therefore recommend that 
(a) We should approach Sir Harold Beeley forthwith with a 
request that he act as leader of the "political delegation"; 
(>) We should inform the Iraqis via the Chargé d'Affaires in 
Paris that Sir Harold Beeley and an F.0.0. official would 
— be ready to visit Baghdad: as soon as possible to discuss 
the resumption of diplomatic relations; and ; | 
(co). We should inform the US, the French, Iranian and Kuwaiti 


governments of our proposed course of action. 


P.R.H. Wright 
Middle each Department 
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1. When Messrs Pocock and co. of Shell called on the 
Ambassador on 27 April, they gave a brief account of 





the progress of their new relationship with the Iraqis, © ~« 
j} which had broadened out from the o1d parteshare of the = | 


IPC which had largely gone with nationalisation into 
a contactor-style, bilateral relationship, involving 
agricultural development as well as o11 production. 








2. Mr Pocock asked whether HE thought that if this || 
relationship with Iraq prospered it would affect Shell's | 
position here in Iran. The Ambassador explained the’ : 
current strains between Iran and Iraq and said that 
Shell in Iraq was certainly wise to keep looking over 

its shoulder for reactions here, The Shah would not, 3 
however, expect Shell or other compamies to refrain | 
from Iraqi involvement where, after all, they had a - 
long history. The main thing was to bear in mind the \ 
timing of any public announcements and to be scrupulous | 
about keeping the Shah in the picture in advance. There’. 
were precents here; for example, the Consortium had | 
been careful last year to tell the Shah about IPC's 

affairs before he learnt about it in the press. | & 
Although the evidence was not conclusive, it secned : 
likely that the Japanese hed damaged their position in 
Iran by what the Shah considered excessive haste to make 
deals with the Iraqis. This was a particular etanple 
that Shell would be wise to bearp#f in mind, » | , 


oo 


de Mr Pocock said that he fully accepted these points 
and would ensure that advance knowledge of Shell/Iraq 
intentions was conveyed from time to time to the Court) 
through Sir Shahpour Reporter, | | 





4, After the meeting Mr Holmes told me that in fact 

Iraq was "much more interesting" than Iran from Shell's | 
point of view at the present time. As he had said to : 
me during his previous visit, the results of exploration 
in Iran had for some time been rather disappointing, 
iraq, on the other hand, in view of the many years in. 
which exploration had been nerlected because of the IPO 
dispute and the virtual oil-psralysis of the Iraqi 
Government, contained large areas where most oil men 
believed the prospects were very good indeed. On the > 
other hand, a bird in the hand being worth two in the 
bush, they would certainly be careful how they proceed 
s0 not to jeopardise the existing benefite of their | | 
relations with Iran. : ww 4 
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ESTABLISHMENT OF OIL RuFINERY IN SOMALIA 


1. The Iragi Ambassador mentioned to me a few days ago 

that following the visit to Somalia some weeks ago of an Iraqi 
Financial Delegation his government hoped to go ahead with the 
financing of an oil refinery in Somalia. The Somali Secretary 

of State for Industry, Abdulkasim Salad Hassan, is at present 

on avisit to Baghdad and according to the Ambassador,although 

no announcement has yet been made in Mogadishu, both Cairo 

and Baghdad Radios had already announced an agreement in principle 
between the two governments to go ahead with the project. 


ox As he himself suggested, if implemented this would 
represent an important advance in Somalia's policy of economic 
self-sufficiency and industrial development as well as reducing 
her dependence on the S oviet Union. Somalia has at present 
no refinery facilities and for some years,at least since the 
nationalisation of petroleum distribution in 1971,has been 
entirely dependent on the Soviet Union for her supplies, 
though much of this, I understand, has been purchased by the 
Soviets from Iraq and is not supplied direct from the USSR. 
The Ambassador was unable to say whether the refinery would be 
sited at Berbera, Mogadishu or Kismayu, the three ports at 
present equipped with oil storage facilities. 


36 if correct this development will in time represent a 
Significant set back to the Soviet' economic position in 
somalia,?7 area which has hitherto seemed to give them 
considerable leverage. There have been other local reports 
which my Iraqi colleague implied might be correct of the 
soviet& seeking to negotiate substantial increases in oil 
prices with the Somalis. These are said to have been 
paralleled by hard bargaining on the Somali side to extract 
an increase in the price of Somalia's main export to the USSR 
in the form of the large scale shipments under contract 

of tinned meat from the Kismayu meat factory. It may well 

be that this is what President Siad had in mind in referring 
optimistically in a speech last week to using livestock, the 
principal resource of this country, as a weapon on a par with 
gold and oil. Since the Soviets are far and away Somalia's 


most important customer for meat presse it seems possible 
that his comment was directed to them, rather than to Arab 


cn hoet, who represent her main sain * sini for livestock on 
the hoof pa oe! 
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TO ROUTINE FCO TEL NO 173 OF 30 MAY/INFO TO TEHRAN JEDDA KUWAIT &/ 
WASHINGTON AND CAJRO. 
PRODUCER-CONSUMER DJ ALOGUE, 
NO OPPORTUNITY 1S LIKELY TO OCCUR FOR ME TO DISCUSS THIS 
SUBJECT ’’ JN THE COURSE OF NORMAL BUSINESS’’ WITH 1!RAQUS. 


2, | MENTIONED 1T TO PAWSON ( BPC) WHO VOLUNTEERED THE 
FOLLOWING WITH WHICH | AGREE. 

IRAQS PUBLIC POSTURE IN INTERNATIONAL OIL MATTERS 18 TO 
APPEAR |N THE VANGUARD OF CHANGE. HER PRIVATE NEGOTIATING 
POSITION 1S TO KEEP THE OL FLOWING FOR THE MAXIMUM RETURN 
{N THE SHORTEST TIME. ANY DIALOGUE 18 WHICH IRAQ 1S REQUIRED 
TO TAKE PUBLICALLY WITH OTHER ARABS DECISJONS WHICH SHE 
MAY HAVE TO BE SEEN IMPLEMENT WILL THEREFORE BE AVOIDED. 
THE WHOLE EMPHASIS, SHORT OF A UN DISCUSSION WHICH SHE HAS 
ADVOCATED, 1S -TO PROMOTE PUBLIC AND PRIVATE BILATERAL DEALS 
WHERE BREACHES OF BROAD POLICY, IF THEY-ARE SEEN TO OCCUR, 
CAN BE JUSTIFIED AS EXCEPTIONS. 


3. IT FOLLOWS THAT 1RAQ WILL AVOID PARTICIPATING IN A * 
PRODUCER-CONSUMER DIALOGUE, 


MCCLUNEY 
DEPARTMENTAL DISTRIBUTION | ADDITIONAL O!STRIBUTION 
MED FRD OIL 
ENERGY D TRED 
NENAD ECONOMISTS Dov 
N AM D M& TO. ‘! 
FED RES D a SECT) 
UND RES D (F E SECT) 
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e 
~ ur agony Tina Areppacta, ro vem aft 
. a neeaw i 


rn Nn @ or, 
IRAQ CONSORTIUM i ples of is fr CMe iad 
a8 1- You commented on FCO telegram 112/BAGHDAD attached. & 


2. I discussed this with Mr Burton, MED, this morning. 
This is the first he has heard of it. it looks as 
though the Iraqis have decided, probably as a result of 
their greatly increased oil revenues, to keep the new 
exploration in their own hands and to hire contractors 
for drilling and completion work. The Buropean 
Consortium was established with the aim of getting some 
sort of joint venture or productiog sharing contract 
with Iraq, giving it title to part of any oil found. 


3. MED have discussed the project with Shell in the 
past but not with IPC. As the attached telegram is 
a private IPC message they cannot use it as a pretext 
to talk to Shell. I agreed with Mr Burton that we 
would look out for a suitable early opportunity of 
asking Shell innocently how the Consortium plan was 
progressing. 





12 June 974 G P Lockton 





cc: Mr Burton MED (W 92) 
Mr Birchmore D/En 
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DEPARTMENT OF TRADE 1VICTORIASTREEI LONDON SWI1HOET Telephone 0i- 2227877 





From the Secretary of State 


The Rt Hon James Callaghan MP 
Secretary of State for 
Foreign and Commonwealth Affairs 
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ECONOMIC RELATIONS WITH IRAQ «= Rar [Ko Crsntar.’” Re to 


During the course of discussions leading to the resumption of ? Ga 
diplomatic relations with Iraq in April of this year the Iraqis Tr \ 
made it clear that their main reason for resuming relations was " 
to enlist our help, along with other industrialised nations, in 
their economic development. They suggested that we should ente iy 
into an economic cooperation agreement with them. I consider that 
it would be right for us to respond positively to this request, 

for reasons which are set out in the attached paper. I should be 
glad if you, and those of our colleagues to whom this letter is 
copied, would let me have your views on the proposals in the paper. 








I am sending copies of this letter to Denis Healey, Eric Varley, 
Tony Benn.and Judith Hart 
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PETER SHORE 


ECONOMIC RELATIONS WITH IRAQ 





4 Diplomatic relations between Iraq and the UK (severed by 
Iraq in December 1971) were resumed on 10 April 1974 during a 
visit made to Baghdad by a small British delegation led by vir 
Donald Maitland expressly for this purpose at the invitation of 
the Iraqi Government. During the period Decamber 1971. - : 
April 1974 a British presence in Iraq was maintained by a British 
Interests Section - including a Commercial Office - operting 
under the aegis of the Swedish kmbassy. 


Fa During the talks in Baghdad, the Iraqis indicated thiit © a 
their main reason for seeking restoration of diplom:tic felations | 
at this point in tigwe with Britain (and with W Germany with 

whom relations were resumed in February) wus on economic grounds. 


4 Iraq's economic development has been making relatively slow 
progress during the dispute with IPC over the past 10-12 years. 
This has now been settled and with increasing oil revenues coming 
forward Iraq is anxious to hasten the pace. There are political 
as well as economic reasons for this: Iraq realises that in 
economic development she is lagging behind and being outpaced by 
Iran and potentially by Saudi Arabia and other oil producing 
states. The Eastern Bloc's contribution to her development 
programme has not been producing results quickly enough and for 
the rapid acceleration of the programme Iraq needs W European 
(and Japanese) experience and expertise and needs it ina hurry. 
Iraq is now embarking on a crash development programme and is 
inviting British involvement in undertaking development projects. 
Such projects would not involve British equity participation 
Since industrial projects are carried out by state organizations. 


4 The Iraqis want us to send an economic delegation to Baghdad 
us soon as possible to explore the possibility of concluding an 
agreement for economicand technical cooperation between the two 
countries. lt is clear that the speed and nature of our response 
to this proposal will be regarded as a test of our goodwill and 
good intent following the formal restoration of diplomatic relations} 


5 In meetings held by the Maitland Mission in April with the 
Ministry of Planning and Ninistry of Ecohomy both stressed:- 





(a) the urgency of the development programme; 


(bd) that although financing development projects would. no 
longer be a problem in the long term, this did not mean that 
loans and credits would not be needed for the first few 
years (references were made to the Japanese credit of 

‘1 billion and the French credit of #500 million); 


(c) the essential need was for foreign firms ow inter- i 4 
national consortia to undertake projects on a urn 
if necessary staying on for a time to ensure the ective 
operation and the training, of Iraqis; Iraq had mekkierr the 
ndminintritive anpueity nor the time to dank with projoctia 

on a plecemerl bunis. 








6 The Ministry of Economy thought that it would be desirable 
to set up some sort of joint committee, meeting once or twice 

a year, to review progress under the proposed Agreement for 
Economic and Technical Co-operation. They had no fixed ideas 
about the pattern of such an Agreement with Britain (which as we. 
see it would be in the f@rm of a Memorandum of Understanding). 
Eraqg had several such agreements (with Eastern European countries 
France, Spain and cal, some specified credit facilities and 
some did not. Agreements could be adopted to the circumstances 
of the other country. The Iraqis said they were quite flexible 
on this. (We understand however that discussions with West 

\ Germany on such an agreement have been bogged down since. 
February since the Iraqis are seeking Government guarantees for 
the performance of private firms.) , 


: 
| 
: 










7 The Ministry of Planning are currently en:aged on formulatil 
the next 5 Year Plan 1975/79, the first draft of which would 
probably be ready around September/October, but lists of major 
projects on which it had been decided to go ahead were already 
available. Although some of these projects were weitten into 
Agreements made with other countries, this was purely indicative 
and did not mean that those projects were positively ‘allocated'. 
to the countries concerned. They were open to consider proposal: 
on these projects from other countries. 


8 Our exports to lJraq have shown only a modest increfse over — 
the past five years (from £21.43 million in 1969 to £27.1 million 
in 1973). Although we remain Iraq's major supplier over 1969-72 
save when we lost our first place to the USSR in 1971, our share 
of the Iraqi market declined from 12% in 1969 to under 10” in 
_ 1972. There is no indication that there is any bias in Governme! 
circles against britain us _ a trading partner, indeed on the 
contrary there appears be a fund of foodwi and a sincere 
desire to expand trade with Britain. The Iraqis are introducing 
procedures (principally through The Oil Affairs Follow Up and : 
Agreements Implementation Committee) to overcome the administrat) 
delays and difficulties which have hitherto hindered the imple- | 
mentation of development projects. The new financial situation | 
in Iraq and the new attitude of the Imaq Government towards 
foreign companies undertaking development projects should ensure 
a rapid expansion of opportunities for British firms. Though 
Britain has recently secured contracts for telephone cables (£3m 
and for irrigation work (£4m) nevertheless contracts for con- | 
struction of Rummaila/Haditha pipeline (€100m) and for extension | 
of the Basra oil terminal (S709 have been lost to Italy and 
Germany respectively. 






9 An exploratory mission organized by the Committee for Niddl} 
East Trade (COMET - one of the BOTB's Area Advisory Groups) went 
to lraq in F,bruary. Their conclusions are reflected in the 
preceding psragraphs. The Middle East Committee of the London 
Chamber of Commerce is planning, to send a Mission to Iraq in the 
Heeand hale of dune. OOMM! Tn now aonnsiderdinge orpenmbedinges cn” 
industrial mission later in the year. «') ' | OO ' 








10 ECGD's attitude, even 

before the improvement in Iraq's financial position und despite 
the: political isolation,was to make available to British exporter 
the full facilities of the Depurtment. ECGD ourrent tiability 

on the market is only 415.7m, having increased during 1974 from 

a more or less consistent level of around £7-&£8&m over the 
previous three years, and ECGD would be willing to see this 
figure significantly increased. 


Li It would be in our general interests to be forthcoming in 
response to the Iraq proposal 


(a) in the interests of maintaining the long term security | 
of our oil pupplies we need to maintain good relations with 
all the oil producers. 





(db) it is in our long term interests to waan Iraq away 
from dependence upon Lust Bloc countries for her economic 
development requirements. 


(c) Iraq's increased oil earnings should make this a 
profitable market in which to do business. 


12 We necd however to be careful upon two points: 


(a) There can be no question of providing Government loans 
to Iraq as the French and Japanese may have done (it is 
rumoured however thiut the so called French loan is no more | 
than-an adding up of existing credit limite). We must if 
pressed make clear that at a time when we have to bori'ow 
abroad to finance our own oil deficit we cannot afford 

to make loans to other countries. However, commercial 
credit facilities, backed by ECGD would be available. for 
supplies Iraq obtained from the UA. 


(bd) we cannot contemplate giving Government guarantees 
for the performance of British firms. 


it is possible that these two reservations may in the event 
limit the amount of project business which we shall be able to 
obtain but there should nevertheless be substantial opportunitid 
for direct exports fromthe United Kingdom which might fo else— . 
where if we do not enter into an agreement with the Iraqis. | 


143 We also need to be careful about Iran. To avoid any 
misunderstandings with the Iranians, Wno-areé exceptionally 
sensitive to developments around their borders, HM Ambaddasor 
Tehran should be instructed to give the Shah advance warning of! 
what we propose. More general guidance to Middle Eastern and j 
Kuropean posts and Washington will also be needed to dispel any 
misconception of an oil for arms deal. | 


14 We should therefore enter into negotiations with the Iraqii 
Por A ARreBMent on eseonomta aooperntion, and a dreft memorandu 
Of understanding QGased on the proponen MOU whtity Gem l  anededend 

which has be n agreed at official level between Departments, is 
attached. it is proposed thut this should be submitited to the |] 
Iraqis at an eurly date to forestall the possibility tht they | 











may submit their own proposals which are unlikely to prove an 
acceptable basis for negotiation. In submitting the draft we 
Should offer to send an official delegation to Iraq to finakize. 
the draft, following which a Minister would travel to traq in 
order to sifn i ° nie 
SES 









LS It is also proposed that we should explore the possibility - 
of sending out a British industrial mission which would have as 
its aim the identification of projects which British firms might. 
undertake, and if possible to open preliminary discussions about 
them. As indicated above COMET are already considering this but 
we need to clarify as far as possible the possible difficulties 
set out in paragraph le before any such Mission departs. 


CRE 4 
Department of Trade 
31 May 1974 


DRAFT MEMORANDUM OF UNDERSTANDING BETWEEN THE GOVERNMENTS 
OF THE UNITED KINGDOM AND IRAQ ON ECONOMIC COOPERATION 





(To be signed in English and Arabic) 


The Government of the United Kingdom of Great Britain and 
Northern Ireland and the Government of Iraq; 

- anxious to strengthen friendly relations between their 
two countries; 

- desiring the earliest possible reinforcement of economic, 
commercial and technological cooperation between their 
countries to their common advantage; 

- recognising the importance of taking further urgent 
measures to facilitate progress towards this end; 

have decided to set up a Joint Commission with the following 
terms of reference? eel 
(i) The: members of the Joint Commission will be the 

and the or their 
Ministerial deputies assisted by officials and other advisers; 
(ii) The Joint Commission will seek to identify areas of 
common interest in the furtherance of economic, commercial, 
and technological cooperation between the United Kingdom and 
Iraq and, in particular, will examine urgently how the two 
countbies can best cooperate in the implementation of development. 
projects in Iraq; 
(iii) The Joint Commission will facilitute negotiations bwtween 
British and Iraqi commercial and industrial organisations and 
with British and Iraqi authorities and will keep under review 
the progress of development projects involving British groups 
and companies and the Iraqi authorities and the prospects of 


endouraping further such cooperation; 





(iv) The Joint Commission will examine arrangements through the 
intermediary of the two governments and commercial and industrial 
organisations for supporting programmes of technical training 
and the provision of expertise and technology; 

(v) The Joint Commission will meet at least once a year in 
London and Baghdad alternately or such other places as the 
Joint Commission may decide. The Joint Commission may delegate 
to Committees of officials such matters as the Joint Commission 
may decide and may establish additional bodies to further the 
aims of the Commission by the association of industrialists and 
other experts in its work; 

(vi) The full title of the Joint Commission will be the Iraq/ 
United Kingdom Economic Commission. 
The Memorandum of Understanding, can be revoked by either party 
by giving six months' notice in writing. 

In witness whereof, the under-signed duly authorised thereto 

by their respective Governments, have signed this Memorandum 


of Understanding. 


For the Government of the United For the Government of Iraq 
‘Kingdom of Great Britain and 
Northern Ireland 
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Battle Looms 


Within OPEC On 
. «xes And Prices 








iraq Keeps Raising 
lis Future Targets 
For Oil Production 








Europe Weighs Plea 
To OPEC Against 
Proposed Tax Rise 









PIW @ JUNE 10, 1974 
(continued from page 2) 

Yamani for the first time gave a specific figure for his proposed reduction 
in postings in his May 31 interview with MEES. It was in direct response to 
charges by Iranian Minister Amouzegar that Yamani has been talking about 
lowering prices while also demanding high buy-back prices from Aramco. 

Instead of a cut in postings, OPEC’s Economic Commission has apparently 
recommended that the Quito ministerial meeting consider an inflation-related 
increase, raising the $11.65 Arab Light posting by $1.02 to $12.67 on grounds 
of the continuing inflation in the industrialized West. 

But with numerous reminders that the oil ministers don’t necessarily go along 
with the Economic Commission’s recommendations, it appeared last week that 
the final upshot could be a compromise on no change for the immediate period 
ahead. “We hope to keep oil prices frozen for the third quarter of 1974,” an 
OPEC Vienna spokesman said, “but after that, oil prices will have to be ad- 
justed to the rate of inflation in industrialized nations.” 

@ 
Up and up: That seems to be Iraq’s crude oil production goal. Its target is again 
being revised upward, to 6-million barrels daily in 1981, a rise of just under 25% 
from the previous objective in Iraq’s current 10-year plan. Eschewing the produc- 
tion brakes presently prevailing in some other Middle East oil states, the revised 
oil plan foresees 1981 output of 2.4-million b/d from the nationalized northern 
Kirkuk fields; 2.2-million from the state oil company’s central and southern 
reservoirs; and 1.4-million from the Basrah Petroleum fields in the south. But 
there’s been no official announcement of the new goals so far. 
After several slow years, Iraq’s production is pegged for one of the sharpest 
growth rates in the Middle East (PIW—April 28,p.12). Current overall capacity 
is about 2.1-million b/d, but the Oil Minister has already put next year’s goal at 
3.5-million (PIW—Feb.18,p.3). Longer-term goals could be increased still further 
if additional reserves are discovered in the largely unexplored central areas where 
new contract oil rights have been offered. 
Iraq is projecting its 1974-75 revenues from oil and other natural resources at 
$6,085-million, more than triple the previous year’s $1,382-million. Budget figures 
published in the official gazette show a 113% increase in total state revenues over 
the 1973-74 fiscal year. 














The nine members of the European Community are trying to decide whether to 
make their first official contact with OPEC before its June 15 meeting in ¥cua- 
dor. If they do, their purpose will be to deliver an urgent message: The proposed 
rise in OPEC tax rates to 87% from 55% would inevitably force up consumer 
prices, putting an unbearable strain on European economies. Their view is that 
oil company profits aren’t anywhere as big as OPEC claims in the proposal for 
a tax hike to siphon off their “excess profits” (see story p. 1). 

The Europeans aren’t saying OPEC is entirely wrong, only that record oil 
company profits in past months were due to specific temporary circumstances, 
mainly: (1) a momentary price flare-up, especially on the German market, due 
to the oil shortage when Arab oil production was cut after the October Arab- 
Israeli war; and (2) the increased value of companies’ oil stocks calculated at 
quadrupled prices, though this was only a balance-sheet gain because the stocks 
must be replaced at the new high prices when they’re depleted. 

In Europe, as in the U.S., the governments note that the company profit figures 
OPEC cites are too high because the major international oil companies don’t 
get all their crude at the tax-paid cost but must buy back a sizeable part at a 
much higher price. And the companies aren’t realizing prices of 93% of crude 
oil postings on any major market, European officials say. It’s noted, however, 
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| 
ECONOMIC RELATIONS WITH IRAQ) 

) Thank you for sending me a copy of your letter of 11 June to 
a : 





Jim Callazhan. 


I arree to your proposal for the conclusion of a Iemorandum of 
Understandin? on Economic Co-operation with the Government of 
Iruge I am assured that even though the ODM may be involved in 
one way or another it is clearly understood that the arransements 
for technical training and the provision of expertise and 
technology mentioned in parasraph (iv) will be " 
this basis I can accept the wordin? in the draft Mer 
Understanding attached to your lotter,. 





I have no comment on your other Ma agg ot [I am copyiny this 
letter to Jim Callaghan, Denis Healey, Iric Varley and Tony Benn. 


JUDITH HART 


The Rt Hon Peter Shore MP 
Rn oth IOTHD 
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Tne Rt Hon Peter Shore MP 
oecretary of State for Trade 
Department of Trade 
1 Victoria Street 

LONDON SW1H O&T 


A 
SCCNOMIC RELATIONS WITH IRAQ 


shank you for sending me a copy of your letter o Atari 22d 


Jim Callaghan about promoting economic co-operation with Iraq. 












I agree with the proposals in paragraphs 14 and 15 of the enclosure (re ot 
to your letter. <An initiative here could be timely. aA European l 

group of oil companies (including Shell) have been discussing oil 

exploration and development with Iraq but I understand that the 

Iraqis have now broken off discussions. They were apnarently UE 
willing to continue discussions on an associated project for 

agricultural development and irrigation, but the oil companies are 


not so keen to pursue this in isolation. ip ° 
li the Iraqis ask us to send an official delegation to Iraq to 
discuss the draft Memorandum of Understanding, or later an ia 
Industrial Mission, I may wish to suggest tne inclusion of a 







nember of my De ment because of the significance or Iraq as a 
producer of crude oil (as noted in your paper) and their likely 
continued interest in oil huisonea meio and oil-based projects. 


I am sending copies of” this lettex to Jim Callaghan, Denis Healey, 
Tony Benn and Judith Hart. 


Sey 
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OF THs UNITED KINGDOM AND IRAQ ON ECONOMIC COOPERATION 


(To be signed in English and Arabic) 


The Government of the United Kingdom of Greiut Britain and 
Northern Ireland and the Government of Iraq; 

- anxious to strengthen friendly relations between their 
two countries; 

- desiring the earliest possible reinforcement of economic, 
commercial and technological cooperation between their 
countries to their common advantage; 

- recognising the importance of taking further urgent 
measures to fucilitute progress towards this end; 

have decided to set up a Joint Commission with the following 
terms of reference: 
(i) The members of the Joint Commission will be the 


and the or their 


Ministerial deputics assisted by officials and other advisers; 





(ii) The Joint Commission will seek to identify areas of 
common interest in the furtherance of economic, commercial, 
- nieutlionhinatimmnane™ 

and technological cooperation between the United Kingdom and 


Iraq and, in particular, will examine urgently how the two 


countbies can best cooperite in the implementation of development. | 


projects in Iraq; 

(iii) The Joint Commission will facilitate nejotiations bwtween 
British and Iraqi commercial and industrial organisations and 
with British and Iraqi authorities and will keep under review 
the progress of development projects involving British rrops 
and companies and the Iraqi authorities and the prospects of 


encouraging further such cooperation; 


DRAFT MEMORANDUM OF UNDERSTANDING BETWEiN THE GOVERNMENTS | 


| 








(iv) The Joint Commission will examine arrangements through the 
intermediary of the two governments and commercial and industrial 
organisations for supporting programmes of technical training 
and the provision of expertise and vechnology: 

(v) The Joint Commission will meet at least once a year in 
London and Baghdad alternately or such other places is the 
Joint Commission may decide. The Joint Commission may delegate 
to Committees of officials such matters as the Joint Commission 
- may decide and may establish additional bodies to further the 
aims of the Commission by the association of industrialists and 
other experts in its work; 

(vi) The full title of the Joint Commission will be the Iraq/ 
United Kingdom Economic Commission. 

The Memorandum of Understanding cun be revoked by either party 
by giving six months' notice in writing. 
In witness whereof, the under-signed duly authorised thereto 
by their respective Governments, have signed this Memorandum 


of nn ie 


For the Government of the United For the Government of Iraq 
Kingdom of Great Britain and 
Northern Ireland 
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Mr Wright 
Mr Clark 





| Mr Egerton 


I understand from Protocol & Conference Department 
| that the Iraqi Embassy has now an Oil Attache. He is 
| Mr Othman Abdul Baki al-Rawie 


( 
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ib 


VILL. 


P K Williams 
Middle East Department 


17 July 1974 
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() CO venerseat a 
my FCO 2246152 
COMPLDEUT TAL 
PESKBY 1395342 
(0 JMMEDIATE BAGHDAD TELNO 197 OF 12 AUCUST. 1974 
PLUASE PASS FOLLOWING To IPC 
COR PETHERAL FROM GOFF 
IPC/ 454 | 
1. FIRSTLY, WE HAVE LITTLE MORE TO ADD TO OUR NESSAGE To Palson 
1, 453. LIFTINGS CONTINUE 10 BE BALHTAINED AT A HIGH LEVER AnD 
WIE ARE QUITE HOPEFUL THAT EXPORTS WILL AVERAGE ARoUID THR onF 
MELLON B/D MARK FOR THE MOUTH OF AUGUST AS A VOLE, THIS prsrETe 
THE FACT THAT JHOC NOMINATIONS APE FALLING, OUP RATE OF LIETISG 
FOR THE YEAR TO DATE 1S 625 OF TOTAL LIFTINGSs OUR SATE FOR THE 
FIRST ELEVEN DAYS OF AUSUST 1S 80% DENOISTRATING THE FACT THAT 
i APE DOWG THE LIONS SHARE, 
Oo. SECONDLY, WE CAIMOT MAKE A DEFINITE TOUMIACE COMMIT TNcir eer 
}y DOES SEEM TO BE RATHER ACADEMIC, WE SUGGEST, THERCIORE, THAT 
YOU SHOULD TELL CHELART THAT HIS TCSSAGE HAS BEN HEARD AID THAR ote 
ACTIONS SPEAK LOUDER THAN WORDS, RENOUSTRATED HP THE bt Lier e. 
RATE TO DATE, AND THAT BPC 1S REASONAPLY HOPEFUL THAT ViPS fare 
‘SLL RE MORE OR LESS MAINTAINED FOR THE REST OF THE NoNTH. 
YOU SHOULD POLHT OUT THAT HCC LIFTINGS ARE EVEN Worse ray 
MITICIPATED, IF HE AGAI! RAISES THE CUESTION OF OF HILL oN Tots 
YOU CA ONLY SAY THAT YOU ARE UNINSTRUCTOD AND HOPE THAT NE WILE. 
REFRAIN FROM MAKING AU PSSUE OF TT, THAT, AFTER ALL, RESULTS 
Vc WHAT COUNT AND HE 1S CERTALTNLY GETTING RESULTS, 
3. THIRDLY, WE HAVE NOW DECIDED HOT TO APPROACH. CHELABI 
REGARDING THE USE OF BLACK GROUP TANKERS NOMINATED RY MT ETE GPettes 
PY CAUSE OF ‘THE REASONS PAYSON RAS DISCUSSED WET YOU, ME A Hore. 
ACCEPTING SUCH NOBUMIATIONS EFFECTIVE IMMEDIATELY, for The TyHE 
RELIG, BLACK GROUPS NOMINATIONS (ADE DY WHITE GROUPS VILL conrpe 
TO BE SUBJECT TO WHITE GROUP DOCUMENTATION. GILLAM-1S RCbiae 
FULLY BRISFED ON THIS SUBJECT AND WILL BE HAPPY To DISCUSS “ITH 
YCU UPON HIS RETURN, 
CALLAGHAN 
FILES 
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CONFIDENTIAL 


TO PRIORITY FCO TEL NO 299 OF 21 AUGUST 1974, 
PLEASE PASS THE FOLLOWING TO YPC se 


BEGINS, 
469, 
FOR GOFF FROM PETHERAM, 


FURTHER TO MY 46a, 1 SAW CHALABL, AS ARRANGED, ON 
TUESDAY 20TH, 


FIRSTLY, | PNFORMED HIM RESARDING AUGUST LIFTENGS AND HE. 
WAS PLEASED. 


SECONDLY, CHALAP) SAID THAT HE HAD JUST EEEN 

PDVIVSED THAT INOC*’S SEPTEVPER NCMENATIONS £0 FAR ANCUNTED 

TO BP2,A00 TONS, HE CONFIRMED THAT THE JAMPANESE DEAL HAY PEEh 
SIGNED, BUT SAID THERE WAS STILL PROPLEMS AND IT WOULD TANS 
SOME THE FOR LUFTINGS TO GET UNDERWAY, BPC'S CHAREHOLTERS 
MOLLE, THEREFORE, BE ASKED TO'LIFT AK ADDITIONAL OWE MELLEON 
TOMS DURING SEPTEMBER, AS WELL AS DURING AUGUST, | REPLIED 
THAT SETHOUT ARY COMMITTMENT J WOULD ERSURE THAT THIS [FORMATION 
WAS PASSED O”, 





THERELY, DURING THE FOURTH QUARTER, CHALABEL CO'TPNLED, 

INOC WOULD BE IM A. POSITION TO LUFT FUCH MCRE, COPLCEALLY DURING 
NOVEMBER AND NECEMBER (HE SAID HE WAS NOT YET IN A POSITION 

TO SPEAK ABOUT GCTORER) AND WOULD PE ARLE TO TAKE BACK THE TWA 
MELLECS TONS UNDER= LIFTED DURING AUGUST 42ND SEPTEMBER, § RFPLECD 
THAT §| COULD NOT SAY ANYTHING ARCUT THE PAYBACK ARRANGEMENTS, 
PAVING RECEIVED NO ERSTRUCTIONS $8 THIS REGARD, CHALAPI, yin 

HAD APPARTRTLY ASSUMED THAT HIS PROPOSAL FOR A OMAP 


" ' vr. 


| 
f 


HAD APPARCRTLY ASSUMED THAT HIS PROPOSAL FOR A Shap 
ARRANGEMENT RELATING TO AUGUST OVERLUFTINGS HAD BEFW AGREED, 
ASKED ME TO CONFERM THAT SHAREHOLDERS HAD BEEN ENFORMED OF IT. 

S | DED AND REMINDED CHALABL THAT THE GOVERNMENT HAD BEEN 
ANXLOUS TO AVOID ANY SIGNEFECANT SHORTFALL §N THE SOUTH DURING 
AUGUST DUE TO PNOC'S UNDERMOMPNATLONS AND HAD WARTED THE 
BPC’S CAPACITY FULLY UTILISED, SHAREHOLDERS HAD RESPONDED TO 
HIS MESSAGE BY INCREASING THEIR LITTENCS, SO THAT THE GOVERNMENTS ’S 
ORUECTIVE WAS BY WAY OF BEING ACHIEVED, HCVCVER, WE WERE 
UNENSTRUCTED REGARDING THE PAY-BACK ARRANGEMENTS. CHALABI 
ADMITTED THAT ALL THIS WAS TRUE AND ASKED VHETHER 4 
THOUGHT ET WOULD BE ADVESABLE FOR HIM TO WRITE US A LETTER 
APOUT THE ARRANGEMENT. WHCES } REPLIED THAT | DID NAT CONSIDER SUCH 
A LETTER NECESSARY, HE SAID HE WOULD NEED FROM THE SHAREHCLBERS 
CONFIRMATION OF THE UNDERSTANDING, RUT, HE ADDED, KOT KECTSSARELY 
IN WRITING, HE MODIFIED THIS AT THE CONCLUSICN OF OUR MEETING 
CAY}NG THAT THE MINISTRY WOULD WAKT A LETTER (HE DiD KOT SAY FROM 
vMa), BUT NOT NOW. HE SAID HE WOULD LET ME KNOW WHEN HE WANTED 
h LETTER AND THE MATTER WAS LEFT ON THIS BASIS. 


FOURTHLY, ON RETURNING TO MY OFFICE i FOUND DURING MY 
ABSENCE LETTER NO. 1314 DATED 19TH AUGUST FROM THE OFFICE 
TO THE CONTROLLER OF COMPANIES ACLOUNTS (OKE OF CHALABI’S 
DEPARTMENTS) HAD BEEN DELIVERED, S}GNED. BY THE ACTING MINISTER, 
LETTER READS AS FOLLOWS 1 
} 

ME HAVE TO REFER TO THE VERBAL DISCUSSION BETWEEN THE UNDER 
SECRETARY AT THE MIHISTRY OF OFL ANDMINERALS AND THE 
GENERAL REPRESENTATIVE AND THE MANAGER COKCESSTONARY AFFAIRS 
OF YOUR COMPANY, 

PLEASE CONFIRM THAT YOU “ELL LIFT ABOUT ONE MILLION TONS 
OF CRUDE OIL PRODUCED FRC“ THE FASRAK FIELDS DURING THE MONTH 
OF AUGUST CF THIS YEAR FROM THE SHARE OF THE PRAQ HATIGNAL 
OVL COMPANY, THE COMPANY TN QUESTION TC RE COMPENSATED WITH THE 
MEOVE QUANTETY DURING THE LAST QUARTER CF THIS YEAR,?? 


} CA% ONLY CONCLUDE THAT THE LETTER WAS PREPARED RCUTINELY DUR YEG 
CHALABE’S ABSENCE AND WAS ISSUED WITHOUT HIS KNOWLEGDGE, 


ENDS, 


GIDDESS 
BT 


“\ ( 


\ 
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PM FCO 8816152 | (NB) 


COMFY DENT IAL 

DESKBY 2995392 
TO IMMEDIATE BAGHDAD TELNO 211 OF 28 AUGUST. 1974 
PLEASE PASS FOLLOWING TO IPC. 

FOR PETHERHAM FROM GOFF. 

IPC/456 

FIRSTLY, BRITISH PRESS HAS TH PAST FEW DAYS CARRIED VARIOUS. REPORTS - 
CITHIG CUTBACKS IN ARABIA GULF OLL PRODUCTION NHICH HOW HAVE 
REACHED EVEN SAUD] ARABIA, REPORTS REFER TO GLUT OF OIL, OVERFULL 
TAKS IN CONSUMER COUNTRIES AND ORDERS TO OCEAN GOING TANKERS TO 
STEAM AHEAD AT REDUCED SPEED, ESTIMATES OF THE GLUT VARY FROM TWO 
MILLION B/D TO AS HUCH AS FOUR MILLIOM B/D. IN THE CIRCUMSTANCES 
THE EFFORTS OF SHAREHOLDERS AT BASRAH JH AUGUST AND POSSIBLY 
SEPTEMBER NEED TO BE FULLY APPRECIATED BY CHELABI ET AL, 

SECONDLY. WHEN YOU DO TALK TO CHELARI YOU MAY WANT TO POINT OUT 

THE INCREASING AVAILABILITY AT BASRAH OVER THE NEXT FRA! HONTHS,. 
H10C’S SHARE OF AVAILABILITY RISES FROM APPROXIMATELY 448 THOUSAND 
B/D IN SEPTEMBER TO ABOUT Sdd THOUSAND B/D I DECEMBER, CONSTOER HIG 
THEIR CURRENT LIFTING LEVEL AND THE STATE OF THE HITERNATIONAL OF. 
MARKET AS MENTIONED ABOVE IT 1S DIFFICULT TO BELIEVE THAT THEY Chi 
ACHIEVE THIS LIFTING RATE PLUS AN ADDITIONAL 2 MT IW THE FOURTH 
QUARTER, THEREFORE WE ARE CONSIDERIIG ASKING YOU TO TAKE CHELAG 
THROUGH THE AVAILABILITY NUBPERS AND THE O1L GLUT PROBLEM IN Au 
ATTEMPT TO EXPLAIN WHY WE BO WOT PROPOSE TO AGREE TO A SPECIFIC 
PAY=BACK ARRANGEMENT, RATHER WE PROPCSE THAT Vi}OC AD WE SRKOULD 
NOMINATE IN THE FOURTH QUARTER FOR THE OIL WE REQUIRE. IF THE TONAL 
NOMINATIONS SHOULD UNEXPECTEDLY EXCEED AVAILABILITY WE CAN THE! 

SIT DOWN AND DISCUSS THE PROBLEM, THE IMPLICATION IS THAT TF We 
WERE FORCED TO REPLY TO THE LETTER IT WOULD KAYE To HE TEGATIYE 

AND THEREFORE WE STRONGLY RECOMMEND THAT THE HAWESTRY Aid 1iae 
SHOULD ANOPT A WAIT AND SEE APPROACH. THIS WOULD GIVE YoU AN 
OPPORTUNITY TO ALLUDE TO THE ECONOMIC PENALTY OF LIFTS EXTRA 

IN THE SUMMER AND PAYING BACK {i THE WINTER WITHOUT BAKING AN 

SSUE OF 1T, | 
THIRDLY, OUR STRATEGY 1S TO AVOID CONFRONTATION ON THIS ISSUE 
BEFORE YEAR END IF POSSIBLE. THE LETTER SEEMS TO SAY THAT VE ARE 
XPECTED TO REPAY THE ENTIRE ONE (Soo TO PRE TYO) MILLIOE Tons, 
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() CUSMORING THE FACT THAY UARER THE AD HOG LIFTING ARRANGEHENTS YE 
ARF CLEARLY ENTITLED TO FIFTYSEYEN PERCENT OF THE Gil LIFTED aan, 
IF ANY PAYBACK 1S INVOLVED, FT 1S LIMITED To THE Reo. tG 434, 
THERE ARE THO CBJECTIONS TO THE LETTER: THE AMOUNT OF PAYBACK 
AND THE TIMING OF PAYBACK. TF PMOC AND THE THHESTRY ARE PREPARED 
YO GO ALONG WITH THE POSETION SET OUT TA SECONDLY ABOVE, VEO MIELE 
WAVE TO REVIEW THE RELATIVE LIFTING POSITIONS AT YEAR CIID AND 
BECAUSE VOLUNES MAY BE MUCH LARGER THAY AT THE END OF 1973, A 
FORMAL PROCEDURE FOR HANPLIGG IRBALANCES RETVEEN OURSELVES AUD 
NOG NAY HAVE YO RE DEVELOPED, | 
FOURTHLY, THE SHORT OF IT 1S THAT THE GOVERNMENT?S IUSISTENCE OH 
PAYBACK IN THE TOURTH QUARTER MAY UCEPLESSLY ACT AS A OLSTNGE NT PIYE 
TO GROUPS TO CONTINUE To HELP OUT IN THES PERPOR OF GLUT, TP Ve 
COULD GENTLY CONVEY THIS, TT APPEARS TO US THAT BOTH WE AHD FiO 
WILL BE ABLE TO GET THROUGH THE FOURTH QUARTER WITHOUT CONFLICT, 
OF COURSE ALL OF THIS [S HONSENSE TE TOG CAN EM FACT LIFT ©X PPC 
AT A RATE OF 725 THOUSAND B/D 1 HOVENMPER. AND DECEMRER, 

FIFE THLY. THIS 1S ALL RY THE WAY OF BACKGROUND FOR YOU TO DIGEST 

MID REACT TO TF YOU WISH, YOU SHOULD HOT USE PT OVITH CHELABL UATTE 
MID UNLESS | CONFIRM [tl A SUBSEQUENT MESSAGE, AT UHIGH TIME DT Hore 
TO BE ABLE TO GUIDE YOU OW SEPTEMBER LiIrviaGs. | 


CALLAGHAN 


MR CAMPBELL 
MR WILTON 
SIR D MATTLAND - 
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Mr apécton 


IRAQ - OIL OUTPUT 


1. You asked me for a paragraph for Mr Wilton's information 
about the problems the oil companies are facing in Iraq over 

oil liftings. Mr Sutcliffe mentioned this subject at Mr Wilton's 
meeting this morning. 


2. Average production in Iraq in the first quarter of 1974 was 
1.95 mbd. In the second guarter it dropped to 1.83 mbd. The 
reason for this drop in production has been the high price of 

Iraq oil. INOC has been unable to sell its full output, especially 
from the nationalised northern fields, the oil from which is ship- 
ped via the eastern Mediterranean. INOC's liftings from the Gulf 
have also dropped: its nominations for September are 0.8 M tons 
instead of the normal 1.64 M tons. The Iraqis have asked the 
shareholders in Basrah Petroleum Company to lift an extra million 
tons in August and in September, promising to take back the under- 
liftings in November and December, by which time Japanese liftings 
under their direct oil deal will be underway. The companies are 
trying to meet the Iraqis’ wishes. In the first 7 months BR's rate 
of lifting was nee of total liftings. . Du li days of 
August the company raised the rate to 80% "Tt is alex from BPC's 
elegrams the +h ney do not believe INC can take up the additional 
2 M tons in the first quarter since their entitlement will rise by 
50000 barrels a day by December. Negotiations are continuing and 
the companies are doing their best to avoid a confrontation. 
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MIDDLE wAST STEERING GROUP 





TRAY -— INDUSTRIAL COOPERATION 


p? U] 
Italy and Japan have recently veonaeah OBA 


Agreements with Iraq, the substantive terms of which are 
Summarised below. 


Japan 


(a) Japan will extend through the Export-Import Bank a 
credit of about $250 million repayable over 18 years 

with a grace period of 7 years at 4. Japan will also 
facilitate the provision on a commercial basis by 

Japanese non-government sources of credit of about 

$750 million repayable over 8 years with a 2 year grace 
period at 6.3%. The extension of these loans will be 
subject to further arrangements between the two Governments | 
within 4 years from the date of signature of the agreement. 


(bo) Iraq is to facilitate the conclusion of long term 
contracts for the stable supply of crude oil and products 
to Japan. (Agreement has not apparently been reached on 
the terms for the supply of the oil, but reports indicae 
that the Iraquis are asking for 93% of posting ie £10.86 
per barrel and the Japanese are offering $10.40 cash or 
210.50 payable at 90 days. The quantities envisaged are 
90 million tons of crude and 70 million tons of product 
and LPG over 10 years.) 


(c) Japan will send technical experts and survey groups 
to lraq and pay for Iraqi trainees to study in Japan. 


Italy 


(a) Italy will provide "credit fournisseurs" repayable 
over 5 years at low but unspecified interest rates up to 
a maximum of 20% of the cost of each project and up to 

a maximum of £75 million for 1975. 


(b) Italy will provide technical assistance, but the 
extent of this commitment is unknown. 


(c) Iraq has undertaken to increase supplies of oil to 
italy “in relation to the development of economic 
cooperation between the two countries". There appears 
to be no formal commitment to particular quantities or 
prices. | 


2 these two agreements have unwelcome implications in the 
wider context of the financial aspects of the energy crisis. 

So far as the work of MESG is concerned the omens for our own 
proposals for an agreement with Iraq are not propitious. We 
have not yet had any reaction from Iraq to our proposals 
submitted in response to their desire to have an agreement with 
us and it may be thut they are awaiting the outcome of a 
possible election in the Autumn before opening negotiations. 

At best we may be able to deflect embarrassing demands for 
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renerous credit terms on the grounds thut we are not seeking 
to purchase oil by way of bilateral deals, at least not by 
way of bilateral deals as distinct from the normal operations 
of the oil companies. But it seems more probable that the 
nepotiations will quickly run into difficulties. 





4 Wwe are thus faced with a situation in which the Japanese, 
and to a lesser extent the Italians may be expected to have 

an advantage in the Iraq market by virtue of more generous 
credit and technical assistance terms than we are prepared to 
offer and where our firms' efforts may be adversely affected 
if our own negotiations run into difficulties. 


Ly It was originally envisaged thzet an industrial mission 
would go to Iraq when the MOU had been signed. in the light 
of the foregoing it has been decided not to delay this mission 
which is now being assembled under COMET auspices with a view 
to going to Iraq in November. 

5 (a) This paper is circulated to MESG for information. 
(b) 1t would however be desirable to consider at the 
next meeting of MESG whether there is any corm of window 
dres: ing (not involving concessions on our part) which 
we could consider using if the negotiations prove 
difficult. 


(c) We shall also need to consider whether Iraq merits 
its present place in the list of priority countries. 


40 August 1974 
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LHe LRAQG/JAPAN AND IRAG/ITALY ECONOMIC COOPER.DTION AGPSEMEUNTS 


You will no doubt have seen Tokyo telegram No 47 of 23 August 
recording the terms of the recent Jvapanese/Iraq arreement. 

The terms the Japanese have conceded to nuch further than the 
terms conceded by the Italians and taken together the two 
ugrcenents seem to us to amount to @ major breach in the 
consensus which seemed to be emerging from ECG. There is also 
an unwelcome bilateral oil deal element in the Jenanese 
agrecnent. I assume that theeppropriate committees will be 
considering the implications in dve course. 

in the meanwhile I am circulating a vaper to liESS ebout the 
implications for our own proposed agreement with freq, which 
are not propitious. 


“M5 CORLEY cc Mr Mason ECG) 
Mr Lindley D/-nergy 
“Tr Egerton FCO 
Nr Wright FCO 
Mr Cambridge FCO 
Mr Rednall ODM 
Nr Chapman ECGCD 
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TO ROUTINE FCO TELNO 737 OF 23 AUGUST 1974, REPEATED FOR INFO 
TO ROUTINE TEHRAN, BAGHDAD AND JEDDA, SAVING TO WASHINGTON AND 
UK DEL OECD, - 


JAPAN/IRAQ ECONOMIC CO-OPERATION. 


1. AS HAS BEEN REPORTED IN THE PRESS ON 16 AUGUST MR KIMURA, 
THE JAPANESE MINISTER OF FOREIGN AFFAIRS,.AND MR AZZAWI, IRAQI 
MINISTER FOR ECONOMIC. AFFAIRS, SIGNED THE JAPAN/IRAQ ECONOMIC 
AND TECHNICAL AGREEMENT. THE AGREEMENT PROVIDES THATe 


(A) THE TWO GOVERNMENTS WILL STRENGTHEN THEIR ECONOMIC AND — 
TECHNICAL CO-OPERATION, JAPAN WILL DESPATCH TECHNICAL EXPERTS 
AND SURVEY GROUPS TO IRAQ, WHILE PAYING FOR JRAQI TRAINEES TO 
STUDY IN JAPAN. 


(B) THE JAPANESE GOVERNMENT WILL CO-OPERATE WITH THE IRAQI 
COVERNMENT TO FACILITATE THE OFFERING OF A YEN LOAN AND OTHER 
CREDITS FOR THE IMPLEMENTATION OF tRAQ’S ECONOMIC DEVELOPEMENT 
PLANS, JAPAN WILL EXTEND THROUGH THE EXPORT=IMPORT BANK CREDIT 

OF YEN 74,508 MILLION (ABOUT DOLLARS 256 MILLION). .THE LOAN WILL 

Le. FOR 18 YEARS WITH A GRACE PERIOD OF 7 YEARS AT A RATE OF INTEREST 
OF 4 PER CENT. JAPAN WILL ALSO FACILITATE THE PROVISION ON A 
COMMERCIAL BASIS BY JAPANESE PRIVATE ENTERPRISE OF CREDIT OF 

YEN 223,500 MILLION (ABOUT DOLLARS 756 MILLION). THE REPAYMENT 
PERIOD WILL PE & YEARS WITH A GRACE PERIOD OF TVO YEARS AT A RATE ° 
OF INTEREST OF 6.3 PER CENT. THE EXTENSION OF THESE’ YEN LOANS 

AND CREDITS VILL BE SUBJECT TO FURTHER ARRANGEMENTS BETWEEN, THE 

TWO GOVERNMENTS TO BE MADE WITHIN FOUR YEARS FROM THE DATE OF 
SIGNATORY, | 


(C) THE IRAQI GOVERNMENT WILL FACILITATE THE CONCLUSION OF LONG= 
TERM CONTRACTS FOR THE STABLE SUPPLY OF CRUDE OIL AND PRODUCTS 
“2, Af, a. | 
iC JAPAN, CONFIDENTIAL /2. THE SIGNING 
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Oo, THE SIGNING OF THIS AGREEMENT MARKS A STEP FORWARD IN THE 
IMPLEMENTATION OF THE PROMISE OF ECONOMIC ASSISTANCE MADE BY MR 
NAKASONE, MINISTER FOR INTERNATIONAL TRADE AND INDUSTRY, WHEN 
HE VISITED IRAQ AT THE BEGINNING ‘OF THIS YEAR. MIT HAVE TOLD 
US THAT THE PROJECTS TO BE COVERED BY THE LOAN AGREEMENT HAVE 
NOT YET BEEN FINALISED, IN THE COURSE OF THE NEGOTIATIONS THERE 
HAS BEEN A BASIC DIFFERENCE OF APPROACH BETWEEN THE IRAQ AND 
JAPANESE SIDES. WHILE THE 1RAQ’S APPEARED TO IMAGINE THAT ONCE 
THE LOAD AGREEMENT HAD BEEN SIGNED, THE JAPANESE GOVERNMENT COULD 
DIRECT PRIVATE FIRMS TO PARTICIPATE IN THE VARIOUS PROPOSED 
PROJECTS IN IRAQ, THE JAPANESE HAD MADE 1T CLEAR THAT SPECIFIC 
CONTRACTS WOULD HAVE TO BE NEGOTIATED WITH THE JAPANESE FIRMS 
INVOLVED. THE JAPANESE ENVISAGE THE LOANS BEING USED FOR THE 
PROVISION OF AN OIL REFINERY, PETRO=CHEMICAL, FERTILISER AND ~ 
CEMENT PLANTS, AND ALUMINIUM SMELTER AND LPG LIQUEFACTION PLANT. 
DETAILED CONTRACTS WILL NOT HOWEVER BE SIGNED UNTIL LATER IN THE 
YEAR AT THE EARLIEST. 


3. THE MINISTRY OF FOREIGN AFFAIRS HAVE EMPHASISED THAT THE 
AGREFMENT DOES NOT DIRECTLY LINK JAPANESE ASSISTANCE TO THE - 
SUPPLY OF SPECIE IC QUANTITIES OF OIL. FURTHERPORE, AGREEMENT 
HAS YET TO BE REACH 

| D ON THE PRICE TO BE PAID BY JAPAN, NEVERTHELESS, 
WE HAVE BEEN TOLD THAT IT 1S UNDERSTOOD ON BOTH SIDES THAT OVER 
A TEN YEAR PERIOD JAPAN WILL RE PROVIDED WITH 98 MILLION TONS 
OF CRUDE OIL AND A TOTAL OF 76% MILLION TONS OF OIL PRODUCT AND ° 
LPG. IM THE FIRST INSTANCE, THE PRICE TO BE PAID DURING THE FIRST 
YEAR WILL BE NEGOTIATED, ALREADY THERE HAVE BEEN SEVERAL ROUNDS 
CF DISCUSSIONS, IN JULY THESE WERE ADJOURNED WHEN NO COMPROMISE 
WAS REACHED BETWEEN IRAQ’ DEMAND FOR 93 PER CENT OF POSTING, 
(1.C. DOLLARS 18.86 PER BARREL) AND JAPAN'S OFFER OF DOLLARS 19.50 
PER BARREL WITH 9@ DAY USANCE OR DOLLARS 16,.3¢ IN CASH. A FURTHER | 
NEGOTIATING TEAM WILL RE GOING TO JRAQ LATER THIS MONTH TO 
CONTINUE THE DISCUSSIONS, 


he THE MINISTRY OF FOREIGN AFFAIRS, WHO HAVE MADE #0 SECRET OF 
THEIR DISTASTE FOR THIS AGRECMENT WHICH RESULTED FROM A PERSONAL 
tI TIATIVE BY MR NAKASONE, HAVE PLAYED DOWN ITS POLITICAL 
IMPORTANCE AND ITS IMPACT ON JAPAN'S RELATIONS WITH OTHER OIL 
PRODUCING NATIONS, HM EMBASSY IN TEHRAN MAY WISH TO COMMENT 


JON THE REACTIONS 
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ON THE REACTIONS OF THE IRANIAN GOVERNMENT BUT THE IRANIAN 
AMBASSADOR HERE HAS MADE A POINT OF STRESSING TO US IIIS DISAPPROVAL 
OF THE SIGNING OF THE AGRCEMENT, THE JAPANESE , HOWEVER, STRESS 
THAT 1T 1S PURELY AN ECONOMIC AGREEMENT. MIT) HAVE POINTED OUT 

THAT FRANCE HAS SUCCESSFULLY MANAGED TO DEVELOPE HER ECONOMIC 
RELATIONS WITH BOTH TRAN AND. IRAQ AND HENCE THERE OUGHT TO BE 

NO BARRIER TO JAPAN DOING LIKEWISE, THEY APPEAR INTENT UPON PRESSING 
AHEAD WITH THE NEGOTIATIONS FOR A SIMILAR LOAN AGREEMENT WITH 

IRAN AS PROMISED BY MR NAKASONE, DESPITE THE UNFAVOURABLE CONDITIONS 
SO FAR IMPOSED BY THE IRANIANS, JAPANESE INDUSTRY HOWEVER SEEMS 
LESS ENTHUSIASTIC, IDEMITSU KOSAN WHICH HAS BEEN NEGOTIATING WITH 
THE IRAQIS ON BEHALF OF THE JAPANESE OIL JNDUSTRY, ON 22 AUGUST 
ANNOUNCED THAT 1T INTENDED TO PULL OUT OF THE IRANIAN PROVECT, 


FCO PSE PASS TO SAVING ADDRESSEES, 


WESTLAKE 
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Mr Burton (MED W92) 
JAPAN/IRAQ ECONOMIC COOPERATION 


1. In the course of a meeting on 23 September 
with Mr Williams of the Department of Energy, 
Mr Toyonaga, the MITI member of the Japanese 
delegation to the CG, referred to the Jananese 
Economic and Technical Agreement with Iraq. 


2. He said that the cost of the oil to be 

obtained under the Agreement had been under 
negotiation since March. They had been awaitin- 

the outcome of the Saudi/Aramco buyback negotiations 
before finalising the price and a delegation from 
MITI had now gone to Iraq to conclude the deal. 

He added that the Japanese were aiming at a lower 
price than that agreed recently with the Kuwaitis 

by Gulf and BP, though he did not specify what it 
would be. 





26 September 1974 


cc Mr Haskell, FED K258 
Mr Taylor, Dept of Energy 
Mr Lindley, Dept of Energy 
Chancery, Baghdad 
Chancery, Tokyo 
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C | 49 \MeM J Goulding, the Private Secretary to Lord Balogh, ly. 
telephoned a member of my .Department today to ask for a 3 
| standard background brief on Iraq together with copies of 
personality notes on some of the leading figures on the 
Iraqi economic scene. He did not explain why these were 
required. | 


Co Ll attach a draft letter to Mr Goulding, together with 
a background brief. HM Embassy, Baghdad, has not yet been 
able to produce a revised set of personality reports since 
the resumption of diplomatic relations earlier this year. 
The attached copies were prepared in 1972, 





“PR H Writht 
Middle East Department ' 


30 September*1974 


cc Mr Egerton, Energy Dept / 
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Type 1 + 
_ From 


Mr Coles 
Telephone No. Ext. 


Department 


You telephoned a member of Middle East 


Department on 30 September with a request that 


your Minister be provided with a general background 


brief on Iraq, together with some personality 


reports on those Iraqi Ministers responsible for 


the Iraqi economy. 


Il enclose a background brief, 


together with six relevant personality notes. 


Since diplomatic relations were only resumed 


ihn April this year, HM Embassy Baghdad have not 


yet been able to revise our list of leading 


personalities and I should advise you that the 


enclosed reports were prepared in 1972. 
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BaChGROUND Birlisi® ON Tita. 


‘ Diplomatic relations, which lraq broke off in Vecember 1977 
becuuse of our alleged collusion with the Iraniins over the 
seizure of the Tunbs islends in the lersiin Gulf, were resumed 
in april this yeur. 


O The Ba'ath Government in Iraq hes been in power for over 

Six years, although there are reyuler rumours that the rerime is 
about to be overthrown. Iraq's major internal problem is the 
Kurdish rebellion in the north. ‘his broke out again in !unrch 
this year, after « four year moratoriun, following the Ba'ath 
Government's refusal to satisfy all the hurdish demands on 
autonomy. Fighting has been fierce in recent weeks and the centriul 
Government forees appeir to hove suffered heavy losses. it is 
diitficult to envisage anv solution to the problem in the ner 
future though fighting will nrob:ubly be helted when the winter 
comes. in mid-Vctober. Meanwhile, there ure signs of disarreement 
within the regime on how best to handle the surdish problem. 


4 Iraq, by her past m:verick behaviour, hes become largely 
isolated politically from the rest of the srab world and hes poor 
relutions with most of her noir-h*curs. (There have been border 
clashes with Iran this yerr, one of which led to a Security 

Council meeting). ‘the Joviet Union, with whom Iraq signed :: 'l'reaty 
of Co-oper:tion and -'riendship in april 1972, is her major =: ‘ly. 

The Soviet Union has provided almost e11 Iraq's military needs 

ond soviet influence there, to the concern of the Shah and the 

Other CLNTU allies, is widespreid.. The relationship is not without 
its difficulties - they do not cepree on sArab/Israel (liesolution 242) 
and there huve been problems over oil sales - and Iraq's new-founé 
economic strength should en:ble her to becone intreasinesly independent 


ind to resist any unwelcome coviet pressures. 


ut Iraq's greatly incre:sed oil reve:ues “ave enabled. her to 


co~centrate on producinm vast developnent plons with the emphisis 

on the o1] and «gricultural sectors. ' Her recent requests for 
resunption of diplomitic relations with West Germany and the UK 

were no doubt motivated by her need for access to Western technolor- 
ici] expertise in the implement::tion of these plans. It remains t» 
be seen whether the Governnent's preoccupation with the war in the 
north will divert its ettention from this important programme. 


5 It is estimated in some quarters th:t Iraqi oil reserves ar7 
second only to tose of oaudi«..rabia in the ,tliddle tast. Iraq 
therefore presents to us an attractive market and our exports for 
the first seven months of this yoror, at £27.4 million, are approxi- 
mately 70% above those for the corresponding period last yeur. 
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| Mr Shadhil Taga Mr MS Weir 
A 

~ Mr\Abdul Munim Zebaidi Mr P RH Wright 
ei (Private Secretary to 

he Minister) 






“Ae After courtesies, Mr Weir conveyed the Secretary of 
State's respects and said that both Mr Callaghan and 

Mr Ennals were disappointed that there was no opportunity 
for them to meet the Minister on this occasion. Mr Ennals 
had hoped to see Mr Taqa on 4 October, but Mr Weir 
understood that the Minister's departure time made this 
impossible. 


ee Mr Weir expressed HMG's pleasure at the resumption 

of diplomatic relations with Iraq and warmly commended 
Mr Graham, who was an old personal friend and who had long 
experience both of the Arab world and of Whitehall. 
Mr Taga said that he looked forward to welcoming Mr Grahain 
in Baghdad and he believed that he was due to arrive there 
within a few days. lie felt bound to say however that 
Mr Graham was likely to find a mountain of problems on his 
arrival. Mr Weir said that he was sorry to hear this 
but invited the Minister to explain what these problems 
were. 


| 


cong 


Visas ° 


560 Recalling the representations made mostly by the Iraqi 
Foreign Ministry to HM Charge d'Affaires, Mr Taga said that 
there had been a number of problems connected with visas 
for Iraqi visitors to Britain. He presumed that our 
reason for delaying or refusing certain visas, eg for 
members of the Iraqi Embassy in London, were because the 
applicants were known to be members’of the Baath Party. 
OSS=—et 
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chosen Baathists to staff his Embassy here and it was 

surely in the interest of both our Governments that this 
should be so. What was the use of diplomats if they did not 
represent their Governments' views: The British Government 


He would make no secret of the fact that he had deliberately | 





9 |} gad_often in his experience arranged for members c 1€ 
% . governi oarty to represent them in kmbassies abroad. After 
Mr Weir had explaine nat this was in fact a very rare 


occurrence in our case Mr ‘aqa acknowledged that the 
comparison might not be a fair one. Te maintained his view 
however that it was in our mutual interest to ensure that 
the Iraqi Embassy here were in touch with their Government's 
thinking. In the days before the Iraqi revolution we would 
surely have preferred Iraqi diplomats to be in sympathy 
with Nuri al Said rather than in opposition to him? Mr Taga 
assured Mr Weir that none of their diplomats in London were 
spies. He added that ltr Graham and all the diplomatic 
) )} members of our Embassy in Baghdad appeared to be graduates 
one of the famous school at Shemlan. (Mr Weir commented that 
he was also.) Mr Taga said that there were wide-spread 
suspicions about Ghemlan in Baghdad and even if the Government 
did not believe these they were widely held by Iraqis. . The 
Iraqi Government had nevertheless not used this as a reason 
for refusing visas to Our diplomats. | - 





4, Referring to specific cases, Mr Taga said that we had 
refused two visas for Iraqi diplomats whom he had wished to 
transfer from Beirut and Paris respectively. The first, 

Mr Kahtan Shakir, wis the brother of the Head of the Iraqi 
Intelligence Service and he presumed that this relationship 
was the reason for our refusal. In the second case, 

Mr Temimi had been refused a visa in spite of the Minister's 
personal assurance that Temimi was suffering from terminal 
cancer and needed urgent medical treatment here which he could 
best receive by attachment to the kmbassy. In spite of 
repeated appeals we had done no more than grant Temimi a 
one-week visitor's visa. 


e Mr Taga went on to refer to the case of 5 diplomats 
whom the lIragi Government had decided to appoint to London 
nearly two months’ ago. Visas for most of them had still 
not been issued on the day of his departure from Baghdad. 
Mr Weir said that his understanding was that the maximum 
delay in the case of these visas was no more than 19 days 

and the minimum had been as little as 4 days; authority 

for all the visas had in fact been given. Mr Taga said that 
this might be so, but that it had only happened after strong 
pépresentations by his Under-Secretary to Mr Giddens. 

h any case, it was surely very unusual for a Government 

to refuse a visa to a visiting diplomat. It was a sending 
Gévernment's right to choose whoever they wished to represent 
them abroad. Mr Weir contested this and pointed out that we 
had ourselves known cases where our diplomats had been refused 
visas or had had to wait a long time for visas to be granted. 
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' 6. Mr Taqa said that there was one other visa case which 


| 


he wished to mention. A very senior member of the Iraq 
Government, Mr Hassam al Ameri, had been refused a visa to 
visit London even though he had been told by our Embassy 

in Baghdad that he would be able to collect his visa from the 
British Embassy in Bonn. Mr Wright said that he wished to 
express regrets for this case and assured the Minister that 
if Mr Ameri wished to visit London in the future there should 
be no difficulty over a visa. ir Taga said that he was glad 
to hear this, but a refusal once given inevitably left a 
psychological scar. 


Ve Mr Weir said that there were certain indispensable 
processes that all visa applications had to go through and 
that this inevitably took time. But we would certainly do 
everything possible to speed up our visa procedures and 

hoped that the Iraqis would do likewise. The Minister would 
also realise that the numbers involved presented considerable 
bureaucratic problems, particularly in the summer months. 

Mr Taga said that he realised this; indeed, his information 
indicated that about 12,000 Iragis had visited London this 
summer. 


Kurds 


3. Mr Taga said that, we we knew, the Iraqi Government were 
having their difficulties with the outlaw, Barazani. We 
had nevertheless allowed two of Barazani's followers, called 
Dezaiil and Mahmud, to establish themselves in London and to 
put out publicity material hostile to the Iraqi Government. 
They were also given access to Members of Parliament and to 
the press and he had now received a report that the Kurdish 
students in London were to hold a meeting at the Imperial 
College on the following day, 4 October. Mr Weir reminded. 
the Minister that this was a free democratic society in which 
we had no power to prevent people expressing their views, 
provided they did so within the law. Furthermore, there had 
been no contact between the two Kurds, whom the Minister had 
mentioned, and HMG. Mr Wright added that we had in fact 
received a request from the two Kurds in question to be 
received at the Foreign and Commonwealth Office, but refused 
this request. lin Taga said that he was most interested to 
hear this very significant piece of information and asked 
when this had happened. Mr Wright said that we had reported 
it to our Embassy in Baghdad about a mo ago and had 
authorised them to tell the Ifaqi Foreign Ministry; his 
impression was that this had been done. Mr Taga said that 
such an important piece of information would certainly have 
come to his notice. in reply to a question, Mr Zebaidi 
confirmed that he had not heard of this before. Mr Taga 
recalled that there had been an incident in 1966 when an 
iraqi Government official, Mr Ali Saleh al-Saadi, had been 
QQ /refused 
an Boe 
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refused a visa to visit Britain in order to explain the Iraqi 
Government case. In response to a remark by Mr Weir, Mr Taqa 
agreed that this was old history and that we should look to 


Shop-lifting 


9. ir Taqa said that there was another incident which ho 
wished to raise. An Iraqi woman had been arrested some time 
ago for stealing something of very little value from a London 
store. ohe was almost certainly suifering from a not uncommon 
psychological ailment which, for some curious reason, compelled 
people to steal worthless itews even after they had paid for 
hundreds of pounts-worth of goods. Ile did not for one moment 
contest our right to arrest or punish such people and he 
hoped that any Iraqis caught stealing in this way in the 
future would be suitably dealt with. What he did object to 
was the anti-Iraqi publicity which had surrounded this case 
and which, both in the press and on television, had set out 
to portray all Iraqis as thicves. lir Weir said that he did 
not know of this particular case but he was very surprised to 
hear that it had received publicity on television, since there 
were frequent cases of shop-lifting in London reported in the 
press every day. This was not of course a problem confined 
to Iraqis. He had only recently seen a letter to "The Times" 
about a shop-lifting charge against an Iranian lady and there 
were frequent cases of this sort involving visitors from all 
over the world. If the Minister had received the impression 
that the press had shown particular interest in an Iraqi case 
this was perhaps the natural result of a report by his kmbassy 
here which would not have concerned itself with similar cases 
from other countries. Mr Toga said that he was nevertheless 
most concerned by the uniriendly impression which the press 
had given. There was an Arab saying that a Bedouin would give 
away his clothes in return for a noble word. Conversely, 
the Arabs responded to insults and it was as a direct result 
of the case he had mentioned that he had given instructions 
| that Iraqi passports would in future b rivisit 

Qo Britain except in the case of students, government officials 
and medical cases. 











Relations with Iran 





10. Mr Taga said that the Iraqi Government were bound to 

contrast HMG's relations with Iraq with their relations with 

Iran. He wished in particular to mention the dispute over 

the 1947 Agreement on the Shatt al Arab. The Iranians claimed 
that the Iraqi side of this Agreement had been the result of 
Imperialist pressure from Britain and attacked the Iraqis bn 

this score; it would surely be more logical for them to attack us. 


FT 
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11. Nevertheless he was anxious to reach agreement with 

the Iranians on the border dispute and he proposed to have 
talks with the Iranian Foreign Minister, Mr Khalatbari, 

when he saw him in New York within the next few days. In 
reply to Mr Weir's comment that the handling of the recent 
reference of the problem to the UN was a good augury, 

Mr Taqa said that he had been most appreciative of the stand 
taken by the British delegation at the UN during the Security 
Council discussion. He added, with a laugh, that this was 
something positive on the balance sheet. 


Economic Relations 


12. Mr Taqa recalled his discussions with Sir Donald Maitland 
earlier this year at which Sir Donald had expressed the 
intention of ensuring a speedy follow-up to his visit by 

some type of economic agreement. lionths of delay had followed 
and the Iraqis had only received from us a month or so ago a 
draft Memorandum of Understanding. He asked sarcastically 
whether there had becn heavy snow in London this summer which 
might have delayed our presentation of the Draft? Mr Weir 
said that he recalled that the Mamorandum had in fact been 
presented some time earlier than the Minister had suggested 
and there was certainly no hesitation on our part in pursuing 
economic cooperation with the Iragi Government. Indeed we 
hoped that British commercial firms would take a much more 
active part in Iraq. 





14. Mr Taga welcomed this and recalled sadly that Britain 

no Ieee Ee the first place as she had previously in the 
league of exporters to Iraq. At a press conference which 

he had held on the previous day he had been asked about Iraq's 
agreement with Japan and he had explained that the Iraq 
Government were ready to cooperate economically with any 
country who wished. Britain however knew the Arabs well and 
there was less excuse for us than for say the Russians if we 
did not understand how to do business with the Arabs. Although 
the Iraqis were deeply suspicious of the Americans (he quoted 
an Arab proverb about snakes and peppermint) they had neverthe- 
less given an American company the contract for the deep- 

water terminal at Umm Gasr, since the American tender had in 
all respects been the most attractive. 


nergy 


14. Mr Taga referred to the recent speeches by President l'ord 
and Dr Kissinger about the energy crisis. He thought that it 
was most unfortunate that the Americans should be uttering 
veiled threats in this way towards the Arabs. It was clear 

to him that although President Ford's speech explicitly | 





referred to the oil producers he was in fact aiming it at 

the Arabs rather than Iran or Nigeria. In his view however 

the crisis had for long been one of cheap oil. The American 
foil 
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oil companies were making up to 50% profits ond in his view 
the American speeches had been designed to harm not only the 
Arabs but also Europe. He unders stood that Dr Kissinger 
made little secret prive oi Nis dislike for Bele ‘land, which 
— appear to have acc uired from his reading of Met acini 
Said that he had in ract been present at a very al 
aaeetie with Dr Kissinger only a week before, but did os think 
that,Dr Kissinger based his policies on likes or dislikes. He 
pointed out that Mr Callaghan's speech at the UN had made it 
very clear that we wished to work in cooperation with the 
producers. Mr Taqa acknowledged this and said that Britain had 
played a leading part in getting the Euro/Arsb Dialogue going. 






















Defence: <Anglo/Iragi ltclations and Defence i!quipment 


15. Mr Taga said that he hoped that we could now put all 

these difficulties behind us and reach a "gentlemen's 
agreement" to avoid such problems in future. Mr Weir welcomed 
this and hoped that the Minister would accept that our relations 
were bound to start gradually after a two-years' break. 

Mr Taqa agreed and expressed the view that the Iraqi 

Government d made a bad mistake in responding to popular 
emotion at the time by breaking off relations with HMG in 1971. 
The question over which they had broken [ie the Islands 
question] had been a matter of great importance to Iraq but 
they might have been wrong in suggesting that HMG were directly 
responsible. If they had made a mistake it had certainly cost 
them a lot. They had in any case decided to resume relations 
at no cost and had not asked for anything in return from us. 

He hoped that we could now move ahead together in our mutual 
interest to meet Iraqi necds, both for development and for 
defence against aggression. Mr Weir said that we would 
certainly do everything possible to move forward over the whole 
field of our bilateral relations and said that he had no doubt 
that Mr Graham would be pursuing all aspects energetically 
after his arrival in Baghdad. Mr Taqa said that on the question 
of oo there was one particular question which he wished 

to rails The Iraqis had asked some time ago for the supply of 
a nortar—locating radar system with Cymbeline, but they had 
heard.no reply since then. Ili Weir said that agreement had been 
given in principle to the supply of Cymbeline although he did 
not know when it would in fact be available. Mr Taga said that 
he was delighted to hear this and would like to telegraph 
President Bakr imnediately to inform him that HMG had agrecd 

to the supply of Cymbeline. lr Wright emphasised that 
although HIG had given agreement in principle, delivery might 
well be delayed although this was of course a matter for 
discussion between the manufacturers, EMI, and: the Iraqi 
Ministry of Defence. Mr Taga said that HMG could certainly 

use their influence to speed up delivery and he hoped that 

Mr Wright would be able to give him a clear indication of the 
delivery position before his departure for New York on the 
following day. 






/Arab/Israel 
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Arab/Israel 


16. In conclusion, Mr Taqa said that he wished to mention 
the Arab/Israel question briefly. It was his impression 
that although the British Government's position on the 
Arab/Israel dispute was bettwe than it had been three years' 
ago there had been some signs of increasing sympathy towards 
Israel during the past year. Surely it was more in 
Britain's interest to pay attention to 80 million Arabs 
than to 2 million Israelis. Mr Weir said that Britain's 
main interest lay in a settlement of the problem, and that 
we attached great importance to our relations with the 

Arab States. 
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1. Paris telegram 1178 (copy attached) refers to the 
visit of the French Minister of Agriculture to Iraq, 
which starts today. 











henna 2. The idea of an agricultural project to be financed 
RECEWED IN |I by the oil companies (Shell, CFP, ENI and Deminex) was 
TRY No. 76/] put forward last year, as you no doubt recall, as a 


IEG} 
. "sweetener" for the granting of exploration acreage 





_ 1 NOVI974 ‘| in Iraq. The Iraqis decided against awarding any more 
|| concessions: they announced that they would handle all 
Me | 34/4 |} oil exploration through INOC on a contract basis. 


“When the oil companies were told this, they dropped 
their proposals. The Iraqis said they were still 
interested in the agricultural project, but the companies 
pointed out that they were not in the agriculture 
business, and that without oil there could be no deal. 


‘5-2 I telephoned Mr Miller, Shell, this morning. He 
confirmed that there was no change in this position 
and that CFP had agreed to the cancellation of the 
proposals. He had heard nothing to suggest that the 

| idea was still alive in French minds. We undertook to 

" keep each other informed of anything we could discover. 


4. We clearly need to follow this up with Paris. A 
large scale agricultural project could certainly come 
under the terms of the Franco/Iraqi economic co-opera- 
tion agreement. But if it were a simple bilateral 
project, there is no reason why finance by the oil 
companies should have been mentioned. 





5- Provided you see no objection, I propose to send 
the attached telegram. Department of Energy and MED 
concur. 





G P LOCKTON 
Energy Department 


1 November 1974 
Att. 


cece Mr Burton MED 
Mr Bretherton D/Energy 
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RESTRICTED 197y. 
TO ROUTINE PARIS TEL NO 587 OF 1 NOVEMBER | NFO BAGHDAD, 


YOUR TEL 1178: FRENCH MINISTERIAL VISIT TO IRAQ, 


1. YOUR PARA 1. THE PROPOSAL PUT FORWARD LAST YEAR TO THE IRAQIS 

BY SHELL, CFP, EN! AND DE“INEX FOR A LARGE SCALE AGRICULTURAL 

PROJECT IN IRAG FELL THROUGH IN JUNE 1974 BECAUSE OF 1RAQ’S 

DECISION NOT REPEAT NOT TO GIVE THE CONSORTIUM OIL EXPLORATION 
ACREAGE. SHELL HERE HAVE CONFIRMED THAT THEY HAVE HEARD NO SUGGESTION 
THAT THE PROJECT HAS BEEN RESURRECTED, ) 


2, WE SHOULD THEREFORE BE GRATEFUL FOR ANY LIGHT YOU CAN THROW 

ON THE SELECTION OF THIS PROJECT AS THE MAIN SUBJECT OF DISCUSSION 
DURING THE MINISTER OF AGRICULTURE’S VISIT. 1S IT THE SAME PROJECT 
AS IN PARA 1 ABOVE? IF NOT, WHICH COMPANIES FORM THE CONSORTIUM — 
INVOLVED? 
3. FOR BAGHDAD. PLEASE REPORT 1F THE LOCAL BPC REPRESENTATIVE HAS 
ANY INFORMATION, (OUR TEL 112 REFERS.) YOU MAY TELL HIM THAT SHELL 
ARE IN THE DARK ON THIS. 


CALLAGHAN ¢ 

FILES ADDITIONAL DisTRr BuTion 
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TO ROUTINE FCO TEL NO 397 OF 4 NOVEMBER 1974, IMFO 
ROUTINE PARIS, 


| 
i 


YOUR TEL NO 587 TO PARIS : FRENCH MINISTERIAL VISIT TO IRAQ, 


1, THE FRENCH AMBASSADOR TOLD ME. BEFORE THE VISIT THAT HIS 
MINISTER WOULD BE TALKING TO THE IRAQIS ABOUT THIS PROJECT 
BUT 1 HAD XO OPPORTUNITY TO PROBE FOR DETAILS. FROM WHAT HE 
HAS SAID PREVIOUSLY, | BELIEVE THAT THE FRENCH THINK THE 
1RAQUS MAY WISH TO ADOPT THE PROJECT AS THEIR OWN, TO BE 
CARRIED OUT ON COMMERCIAL TERMS WITHOUT ANY OIL ELEMENT. THE 
FRENCH, §T SEEMS, THENK CF THIS AS THE SORT OF THING THAT 
COULD BE BROUGHT {NTO THE EURO-ARAB DIALOGUE, BPC HAVE NO 
INFORMATION BU! | WILL CHECK FURTHER WITH THE FRENCH 
AMBASSADOR, 


2, THE FRENCH MINISTER OF AGRICULTURE PAID A 45 MINUTE 
CALL ON SADDAM HUSSEIN YESTERDAY, HE HAS ALSO HAD TALKS 
WETH THE PRAQH MINISTER CS AGRICULTURE AND AGRARIAN REFORM 
AND HAS VISITED A FARM, 


3e CERLES TOLD ME THAT HIS MINISTER WAS ’*SNARED®? INTO 
VISITING HRAQ, BECAUSE HE HAD MISSED AN APPOINTMENT WITH 
THE }RAQH AMBASSADOR 1N PARIS AND FELT UNDER AN OBLIGATION 
TO NAME A DATE, 
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| ~~ 
TO PRIORITY FCQ TELNO 1207 OF 6 NOVEMBER/AND INFO BAGHDAD 





a by? 
YOUR TELNO 587: FRENCH MINISTERIAL VISIT TO IRAQ, 





1. THE SOUS-DIRECTEUR DU LEVANT 1N THE QUA! D*’ORSAY HAS NOW TOLD US 
THAT THE QUAI MISINFORMED US IN THEIR REFERENCE (MY TEL 1178) TO THE 
OfL CONSORTIUM. M BONNET WENT TO IRAQ BECAUSE A MINISTERIAL VISIT 
WAS DESIRABLE ON GENERAL GROUNDS, AND IN PARTICULAR TO PREPARE THE 

WAY FOR M CHIRAC’S VISIT TO IRAQ IN THE FIRST WEEK OF DECEMBER. THE 
IRAQIS HAVE BEEN PRESSING THE FRENCH TO ASSIST IN THE DEVELOPMENT OF 
IRAQI AGRICULTURE FOR SOME TIME, THE FRENCH AGREE THAT THE CONSORTIUM 
PROPOSAL SEEMS DEAD FOR THE TIME BEING (PARTLY THEY SUSPECT BECAUSE 

OF RUSSIAN DISLIKE OF THE IDEA). BUT ROUILLON INDICATED THAT THE 

FRENCH DO THINK THAT THE 1RAQIS WISH TO PERSUE THIS PROJECT AS ONE 
TO BE CARRIED OUT ON COMMERCIAL TERMS WITHOUT AN OIL ELEMENT. THE | 
FRENCH SEEM TO THINK THAT WILLINGNESS TO HELP THE IRAQIS IN AGRICUL= 
TURE COULD AFFECT THEIR ATTITUDE TO WESTERN OIL INTERESTS GENERALLY. 
THE FRENCH AMBASSADOR IN BAGHDAD HAS APPARENTLY SUGGESTED TO THE 
QUAI THAT THIS 1S THE KIND OF PROJECT WHICH MIGHT BE CONSIDERED 
WITHIN THE FRAMEWORK OF THE EUROPE-ARAB DIALOGUE. ~ 





















2. WE HAVE ALSO CROSS-CHECKED WITH M BONNET’S CABINET BUT, BEYOND 
CONFIRMING THA THE SPECIFIC PROJECT REFERRED TO IN PARA 1 OF YOUR 
TUR WAS NOT DISCUSSED, THEY VOUCHSAFED NO INFORMATION OF INTEREST. 
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TO ROUTINE FCO TEL NO 498 OF 7 NOVEMBER 1974, ~ BNOVI9, 
Me ir [384 i 


INFO ROUTINE PARIS. 
PARIS TELNO 1267 : FRENCH MINISTERIAL VISIT TO IRAQ. 


i, THE FRENCH AMBASSADOR CONFIRMED TO ME YESTERDAY 
THAT THE *’MEGA=PROJECT?*’ WAS NOT (MOT) RAISED. THE 
DESCUSSTONS HAD THRGUCGHCUT BEEN IN VERY GERERAL TERMS 
ASD AMOUNTED §N ALL TO ONLY 2 HoURS ISCLUDING 34 MINUTES 
TALK ’’ ABOUT THE WEATHER’? ~§ RETWEEN THE TVO MENTSTERS OF 
AGRICULTURE, THE ERAQIS HAD URGED THE FRENCH GOVERNMENT 
TO CUCOURAGE FRENCH FIRMS TO TAKE AN ACTIVE INTEREST IN 
bRAQH AGRICULTURAL DEVELOPMENT WHICH, THEY SAID, WAS 
BEVNG GIVEN PRIORITY QVER INDUSTRIAL DEVELOPMENT, 
(AGRICULTURE 1S A FIELD IN WHICH THE FRENCH HAVE wor 
HITHERTO BEEN VERY PROMINENT), 


2. IN M BONNET’S MEETING ON 32 NOVEMBER WITH SADDAM HUSSEIN 
THE LATTER HAD SEVERAL TIMES EMPHASISED }RAQ’S | NDEPENDENCE 
FROM ALL COUNTRIES AND HAD REPEATED THE THEME THAT HE WANTED 
TO SEE FRENCH FIRMS PARTICIPATING IN }RAQ*’S DEVELOPMENT ON 
THE BASIS OF QUALITY, DELIVERY AND PRICE (NO REQUEST FOR 
CREDIT). IRAQ HAD FALLEN BEHIND. THROUGH VARIOUS CIRCUMSTANCES 
AND WAS TO BE BROUGHT INTO THE 27TH CENTURY FAST. 


3. SADDAM KUSSEIN HAD STRUCK CUT OF THE COMMUNIQUE ALL 
REFERENCE TO THE FRENCH MINISTER’S VISIT, THOUGH THE 

FRENCH AMBASSADOR RELYEVES THAT JT 1S AGREED £08 4 DECEMBER 
(HE HAS HAD NO WRITTEN CONFIRMATION). THIS COULD RE FOR 
SECURITY REASONS 2 ENGAGEMENTS INVOLVING SADDAM HUSSEIN ARE 
MEVER ANNOUPCED HERE TN ADVANCE AND HIS EXACT MOVEMENTS OFTEN 
DO NOT CORRESPOND TO THE AMNOUNCED PROGRAMME, 
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TO PRIORITY FCO TELNO 411 OF Q NOVEMBER, (74 


\. 4 


REF OUR TELNO 468 OF 7 NOVEMBER, 
PARA 3. PLEASE INSERT AFTER ’* REFERENCE TO THE FRENCH’? 


wees PRIME MINISTER’S VISIT. 
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Artillery exchange on Lebanese-Israeli border (Text of Lebanese military spokesman’s 
statement) In response to the shelling of an Israeli bulldozer this morning, enemy 
155 mm. guns at 1655 today shelled our forward artillery positions. Most of the shells fell 
near our positions but caused no casualties. (Beirut home service 2015 gmt 12 Nov 74) 


Promotion of Jordanian CGS (Text) A Royal Decree was issued today promoting 
Maj-Gen. Zayd Bin Shakir, Chief of the General Staff, to the rank of Lieutenant-General 
with effect from 15th October 1974. (Amman home service 1900 gmt 12 Nov 74) 


US defence official’s Riyad and Amman visits The US Assistant Defence Secretary for 
International Security Affairs, Mr. Robert Ellsworth, left Riyad on 12th November. The 
Saudi-US joint committee held its first meeting in Riyad from 10th to 11th November to 
examine Saudi Arabia's defence requirements. The American side was headed by the US 
Assistant Defence Secretary, Mr. Rober Ellworth,and the Saudi side by HRH Prince Turki 
Bin Abd al-Aziz, the Deputy Defence and Aviation Minister. The two sides agreed that 
the committee would continue to (?discuss) military matters concerning the 
consolidation of the ties of long-term friendship between Saudi Arabia and the USA. The 
two sides agreed that the next meeting would be held next year. Mr. Ellsworth arrived in 
Amman this evening for a few days’ visit to Jordan. (Riyad home service 2000 gmt 
12 Nov 74) 


Iraqi naval visit to Bahrain (ME/4754/A/5) — Four Iraqi naval units arrived in Bahrain on 
12th November on a friendly visit as part of a series of visits to Arab Gulf ports. (Baghdad 
home service 1700 gmt 12 Nov 74) 


PFLO military operations (Text) Aden, 12th November: Omani revolutionaries shot 
_ down a British helicopter in the eastern part of the Dhufar-region this month. In several 

_communiques issued here today, the Popular Front for the Liberation of Oman said that 
“in this battle the enemy had employed aircraft and heavy artillery to repel the 
~ revolutionaries’ attack and lift the siege imposed on its personnel. One of the 
communiques said that the revolutionaries had later killed a number of Iranian and 
British forces in (Qisays Adin). They also destroyed seven positions and killed or 
wounded a number of their personnel. The communique said that the Oman authorities 
had admitted the destruction of a number of ammunition depots as a result of the attack. 
(INA 1215 gmt 12 Nov 74) 


In Brief 


Biography of new Oil Minister in Iraq (Text of “short biography’’) Minister of Oil and 
Minerals Tayah Abd al-Karim: He was born in 1933 in the Annah district in Anbar 
Province, where he completed his elementary education. He graduated from a teachers’ 
college in 1951 and worked in elementary education until 1954. He has been working in 
the ranks of the Socialist Arab Ba’th Party since 1950 and was arrested several times 
during the previous regimes. He received his BA in English language studies from the 
School of Arts in 1959 and worked in secondary education until 1963. Following the 
14th Ramadan revolution, he was appointed Deputy Governor of Basra Province. He 
obtained his MA in law from Mustansiriyyah University in 1968-69. Following the 17th 
July 1968 revolution, he was appointed General Director in the Revolution Command 
Council and in 1969, Iraqi Ambassador to Sudan. In 1970 he was appointed Ministry of 
Education Under Secretary and on 12th January 1974 he was elected a Member of the 
Ba’th Party Regional Commmand. On 11th November 1974 he was appointed Minister of 
Oil and Minerals. (INA 1130 gmt 12 Nov 74) 


PDRY denial of crash of aircraft (Text) A responsible source in the Ministry of 

Communications has stated that the AFP dispatch about the crash of a DC-6 plane 

belonging to the Democratic Yemen airlines in the Lebanese mountains, following an 

accident to it, was unfounded. He emphasized that this false report was no more than a 

rege ay rumour, not based on any truth. (Aden home service 1730 gmt 
Nov 74 
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SECOND INTERNATIONAL OIL SEMINAR 





1. From 1-4 November, the Second International Oil Seminar 
met in Baghdad, (under the auspices of the World Peace Council, 
the Afro/Asian. People's Solidarit a pe ago. and the 
National Council for Peace and Solidarity in Iraq). The First 
Seminar, as you may recall, was held in November 1972 under 
the slogan "Oil as a Weapon” - (Although it is easy to assume 
that there was a link between this slogan and the use of the 
oil _weapon” during the end of 1973, oil sources here say that 


the "weapon" referred to in the 1972 title was in fact 
nationalisation. ) 




















2. The 1972 Seminar was intended to boost the sagging position 
of Iraqi oil after the nationalisation of IPC and the embargo 
of Rumaila oil, and, in terms of the Iraqi oil industry, was 
fairly significant. The long and wordy resolutions and state- 
ments emanating from the Second Seminar, (which I enclose), 
es do not say much that is new. The main points seen 

to bes— 














(a) The oil producing countries should not build up their 

monetary balances and, in particular, should not invest 
thea in’ “capitalist” banks or even in “capitalist” real 
C6Svave. 











(b) Surplus funds should rather be used for financing devel- 
opment in developing countries or in their own countries 

on a pineal basis in co-operation with the “socialist" 

countries. 








(c) 





Investment by the West in the oil producing ecuntries 
should be resisted. The countries should either buy or 

acquire their royalty agreements, technical know-how etc. 
The recycling of funds by merchant banks, a form of such 
Western investment, is rejected as neo-colonialisn. 












/(a) 
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Commodity agreements should be negotiated to establish 

"standard prices for all major commodities, agricultural 
and industrial” under the auspices of the tn, which 
should guarantee “the transfer of technology to the 
developing countries". | 





(e) The banding together of oil consuming countries is 
disadvantageous to the oil producers and must be opposed. 


(f) Oil should be marketed directly by the oil exporting 
countries to the consuming countries with the elimination 
of the major oil companies as intermediaries. 


3. The general tone of the Seminar, not surprisingly consider- 
ing the sponsors, was very much in support of the socialist 
countries, but it is interesting that the main target for 
criticism was the multi-national companies, not capitalism as 
such. For example, among the resolutions there is a call for 
the development of co-operation in mutually advantageous spheres 
between capitalist and socialist countries. | 





4. We do not see the Seminar as an important statement of Iraqi 
oil policy. Most of the points have been made before; greater 
significance should be attached to the speech by Saadoun Ham 
the Minister for Oil, in Beirut on his return from the Vienna 
OPEC meeting, a copy of which I sent to you at an earlier date. 
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“Message to Bakr from 


Int'l 








Seminar 
_ TEXT OF “SOLIDARITY WITH IRAQ’ 
RESOLUTION 


the conclusion of the 2nd Oil Seminar, 


on Oil 





the participants in the Second International Oil 


Seminar have extended greetings 


to President 


Ahmed Hassan al-Bakr and reiterated their firm 
stand by the side of Iraq against the schemings 


and intrigues of the forces of 


imperialism and 


reaction. This was stated in a message addressed 
to the President yesterday. The message is as 


follows: 
“The participants in the Ba- 


| ghdad Second Internaticnal Sc- 


minar on Oil and Raw Materi- 
als, take the pleasure in addrc- 


| ssing the most cordial gree*in- 


gs and heartful sentiments to 
your excellency, and to the 


|..Iraqi people and the leadership 
Df the naticnal regime in Iraq 
“for the, hospitality and warm 
; reception accorded us during 
Y | cur stay in Iraq. We 


regard 
the convocation of this semin- 
ar in Baghdad a new assertion 
of the progressive fcrces -in 
the world on the important ro- 
le played by Iraq and its mili- 





. tant leadership on the strugg- 
|} le against work 
_.and oil monopoly and its use 


imperiaiism 


of oil as a weapen in the s-rug- 
gle against imperialism and 
Zionism and particularly for 
the Jibera“ion of the Arab ter- 
ritories from Israeli occupation 
and the yealisatizn of the rig- 
hts of the Arab Palestinians to 
repatriation and exercise their 
right to eelf-determ‘nation im 
their homeland ‘and to place 
the oil in the service of ecomo- 
mic development and  s0cial 
progress as well as the es‘ab- 
lishment of equittable econo- 
mic relations. We seize this 
occasion to assert once again 
our stand on the side of Iraq 





- against the plans and machina- 


tions .of the imperialist firces 
and at the same time greet the 
progressive programme  persu- 
ed by Iraq umder your leader- 
ship in tightening the struggle 
against imperialism and  Zi0- 


agaism and in coopcrating with 


the international socialist gro- 
up as well as the consolidaticn 
of the unity and alliance of 
the forces of the people wifhin 
¢he framework of the Progres- 
sive National and Nationalist 
Front, the eclution of the Kur- 
aish issue in a democratic ma- 
omer, the realisation of Self- 
rule in the Kurdistan region. 
“We are fully confident that 
the Progressive Iraq, which 


ing forces m the wrld, would 
eficien-ly defend its social and 
mationalist gains against all the 
aggressive comspiracies and 
mrignves and would continue 
to contribute to the liberation 
struggle which iy waged by 
Arab peg men agninat the impe- 
ear lice aggression 





and that iat will realise under 
your leadership new victories 
and accomplishments in all fie- 
Ids. 

“Permit us, Mr. President, fo 
express our profound gra‘itude 
for the spirit of cooperation 
and the good organisati-n of 
cur work during our stay wh- 
ch provided the seminar with 
al] means of success. 

“We also address our thanks 
permeated with due apprecia- 
tion ‘o the National Counctl 
for Peace and Solidarity in 
Iraq which enjoy your excel- 
lency’s support and patronage 
and which had _— substantuaily 
contributcd to the success of 
Our seminar. 


“We hope to accept our wis | 


hes for the realisation of new 
successes and for triumph in 
its bold liberation march.” 
Next, Comrade Na’eem Had. 
dad, Membcr of the Regional 
Leadership of the Arab Baath 
Socialist Party Searctary-Gene- 
ral of the Progressive Nati-aal 
and Na-ionalist Front, read out 
a statcment on “Arab oil and 
the struggle against imperiall- 
sm and the Israeli aggression.” 
The statement referred — to 
the efficient use made by the 
Arab nation of oi] as a politi- 
cal weapcn and singled out 
for special mention Iraq’s nat- 


jonalisation of the US, Dutch 


and Portuguese public shares 
in the Basrah Petroleum Com- 
pany. The s‘atement- added: 
“The battles that raged with 
imperialism and with the Isra- 
eli aggression have borne out 
the ability of the Arab nation 
to carry on with the struggle 
for liberating the occupied 
Arab territories. In eoite of 
the claim made by American 
imperialism concerning a cha- 
nge of policy im the Arab re- 
gion, Washingtom mamtamed a 
policy of backing up Ztomst 
militarism with She object cf 
converting Israel mto a virtual 
arsenal in preparation for a fr- 
esh aggression. The US also 
kept up efforts to isolale the 
Arab nation from Ks friends 
and allies, particularly the s0- 
cialist community with the So- 
viet Union at the top”. 





The statement further noted — 


that the seminar has suppor- 






ted the Arab nation’s absoluie __ 
right to liquidate the petro 





leum coocgesions and aaticue- 


hen. =. 








hse oi and gas resources. . 

The statement further said: 
“The seminar took special no- 
fe of the fact that dil resour- 
ces are exhaustible and ‘that 
oil revenues should be used 
for promoting planned end 
swift developmeat, Oil revenu- 
es must not therefore be depo- 
sited in imperialistic banks 
where they are open ta _—_—ithe 
perils of losmg value as a res- 
ult of inflationary rises or cur- 
rency devaluations.” 

The statemem laid great em- 
phs's on the importance of ma- 
intaining the closest relAtions 
with the socialist countries m. 
cluding fhe Soviet Union m 
the forefrcm®’. It also noted 
that the seminar has fully en-. 
dorsed the efforts made hy 
the Arab states to promote .co- 
operation wih the.developag 
countries and observed = that-. 
the seminar stoed for coocdin-. 
ating efforts with the develop- 
ing neticns in such @ way - as 
includes the building of, joins - 
ventures anid. fhe temranes-. of 
long-term loaps om easy, ternys. 

The statememt went qn ‘oe 
say that there was oo truth i 
the allegations made by the , 
industrial capitalistic countries 
that the oil-pr-ducmg coup*ri- 
es are to be blamed for. mone- 
atry crisis and inffiomiry ri. 
ses. Such ils were the outcome 
of the accute crisis manifest. 
ing itself within the caps#talistic 
system as well as the result of: 
extravagamt mihtary expemh- 
cures. 

SOLIDARITY WITH IRAQ . 

Then the -followmg solidari- 
tv resclution with Iraq was 
read. Following is ‘ext oe tha: 
resolution: : 

“We, the pasticipants ray the 
Baghdad Second International 
Seminar including. more: than. 
120 social, scientific and politi. 
cal experts from 53. countres, 
cenvey to the Iraqi people, the 
Republic leadership, the Prog... 
ressive National and Nationali- 
st From and the Natznal Ce-. 
uncil for: Peace and Solidarity .. 




















our warm greetings and exp- 
_ ress our full sobdarity with the 


Iraqi people e«ruggle to conse- ; 
lidate ws national independen- 
ce, complete deliberation of its . 


~sational wealths, build. Re peo, 


a 
» - 
‘ 


iw id wae 
Boge ie i, Sight: to gelf-ieterminaticn. 


o “3 


“ewe hail Iraq’s progressive 
‘tere policy based on 
strengthening friendly rela- 

‘with §$anti-imterialist 
-gurees, specially the . Socialis. 
» countries group formost 





“But we are confident in 
Traq’s ability to fere challen- 
ges and stand along side with 
liberated peoples and veoples 
of socialist countries in the fa- 
ce of threats and achieving 


—6WWe believe that the establish- 
ment of a just and lasting pea- 
ce in this vital part of the wo- 


rid with its abundant rew ma- 
reserves and energy 


terial 
sources can effectively - ’ cont. 
ribute to the progress and sta- 








F 
f 
~~ 
| ( ¥ 
_ @ 


victory over imoerialist conspi- 


ii ‘ a i = a 
ON ee wae Eco 
t a. = : ll + ; 


-. -mationalizing 


a among which the USSR. and 


firm eolidarity with the peop- 


-‘Jes” struggle for national libe- 
- pation and progress. 


A & 





‘“Itaq’s sound programme of 


Ccrmpany and the US., Hol- 
land and Portugal’s shares 
therein wich is a major ach- 





~jeverent in confronting wo- 


rid oi] monopoly, further pro- 


- yoked the aggression of impet- 
- falist forces. Nevertheless 


wou the sympathy and solid 
rily of all people who conside- 
red Iraq’s stand and stead- 
fggtness in confronting pres- 
sire and manoeuvers an exam- 
pie to be followed by other 
eéuntries and peoples in their 
gie to restore their rights 












te manipulate their national | 
’. wealth. a 
“The acts of nationalizing 


oil provides Iraq with an cp- 


.), “portunity to use oil as an ef- 


‘- fective weapon in the coming 


: if battle against the imperialist 


-:and Zionist enemy as wae clea- 
“fly manifested during the Oc- 
tober 1073 war. This weapon 
directly effected the results of 
. the war and aggrevated the 
crisis of the world capitalist 
system. On the contrary _na- 
tionalication contributed to 


_ consolidating Iraq's political 


and economic independence, di- 
. Yecting its wealth to speedy 


and complete develooment and 


proceeding along the path of 


. economic and social transfor- 
‘ mation for. the wellbeing of 


othe, toiling messes. 





“gabe. ‘do. not favour ‘this line 
«and emvhasizve extraordinary 


Iraq Petroleum . 


* oguperialist circles, no do. 


4 


effort of cooperation with Zio- | 


nism’ and Arb = reactionary, 
in an atternot to encircle Iraq 
and undermine its~ national 
accomplishments. It also  at- 


tempts to disintegrate the Arab 


— ates 


a a 


-front facing -Israel and jsola- 
fing the Arab struggle forces 
from its permanent allies in 
the group of socialist countries, 
especially the Soviet -Union 
and - reinforcing its military 
_ and political bases, escalating 
overt conspiracy. om the orog- 
* Tessive system in Iraq and 


Re = its stability. These ef- 
were connected with thre- 


. gtening with direct interfercn- 
” €@ to insure imperialist exploi- 





tation of oil in the region to 
the interests of internation.l 
ST pidaepelies. wih Iranian agg. 
ression on the eastern Iraai 
borders and with promoting in- 
terior conspiracies. 





racy. 
side liberation 


We, who stood along 
forces every- 


where, are today firmly stand- 


ing along side 


with Iraq and 


its progressive national autho- 
rity. The First Baghdad Semi- 
nar was a s€rious contribution 
to the support of Ircy’s struz- 

gle in previous critica] condi- 


tions. 


Meanwhile, our second 


seminar affirms more strongly 
the same line and firmly answ- 


- sibility 


ers the impenialist threatening 
policy and all the manocuvers 
and means for depriving pe)- 
ples of their rights of control- 
ling- their national wealth, 
strengthening their national 
liberty and accomplishing the-r 
economic and social progress.” 


CABLE TO U.N. 
SECRETARY-GENERAL 





. The particimants addressed . 
the following cable to Mr. 
_ Kurt Waldheim, U.N. Secre-' 


tary-General: 


‘We the participants in the — 
Second Baghdad International 
Seminar, held from November . 


1-4, 1874, on Oil and Raw Ma- 


terials and for €qui- ° 
table economic development, 


highly evaluate putting the 
Palestinian issue on the Ag- 
enda of the current session 
of the U.N. General Assembly, 
seize this occasion to express 


- to you and to members parti- 


cioeting in this session our full 
support for the legitimate stru- 
ggle of the Palestinian Arab 
people who lived for more 


than a quarter of a century 
homeless, oppressed, yictims © 
of injustice, and devrived of . 


the most elemental national 
and human rights granted to 
them as to any other yeople 
by the U.N. Charter and prin- 
ciples. } 

“We are comoletely confi- 
dent that the first steno to the 
establishment of a just and last. 
ing peace in this vital part of 
the world is based on {srael's 
withdrawal from all the Arab 
territories it occunied by arm- 
ed force in 1967, enhancement 
of the national entity of the 
Arab Palestine people and re- 
alization of its legitimate na- 
tional right to return to its 


. homeland and exercise therein 
_ its right to self-determinat'on, 


“We ‘believe a basic respon- 
lies in this issue on 
the U.N. that has followed the 


_ Middle East conflict from the 


beginning and has adovted se- 


' veral resolutions and positions 


that have to he implemented. 


| Raw 


- ternational. oil 
countries, 4nd their peoples. 





bility of civilization or else 
this explosive area would con- 
tinue to constitute a constant 
menace to world veace and 


' Security. 


“We hone that you adopt 
Suitable measures to include 
this message in the dcecuments 
of the current General As-. 
sembly session and cireulate it 
among the delegations, is 


SEMINAR SATEMENT 





F ol'owing is the statement 
of the Baghdatl Second Inter. 
national Seminar on Oi! and 
Materials read by Sd. 
Agiz Sharif, Gecretary-General | 
of Iraqi National Council for 
Peace and Solidarity: : 

“The First International 
Oil Seminar held in 
in 1$72 projected the. role of 
oll in the struggle for ingep- 
endence and for ecopent: de- 
velopment. | ua 

“Its scientiie: worksiaund co 
clueion exposed ‘the: presdering - 
and exploiting rele of the. in- 
oil monopolies, di- 
















rected aysinet |. 





“It conchided that the main 


Tine of struggle had to be di- 


= es re 
a 


rected to nationalization of oil, 
increasing the price of oil ‘o 
that the producing countries 
‘ would receive the appropriate 


@2 .- 


* revenues for thier nateral re- 


:- oil, and assistance to them in 


arranging to finance the pur. 


i chase of oil. 


St el cee 


"* 


al | 


*,.i@*, 











*\proclaimed: gs. ctvtral | 
ea wm ) code 6f interna- 














Owe resources, to use 


~ far national development, 


upervolasibility -of interfe- 


i 





~) “upneonstMioral 
. 9 ‘conntries to control : 


‘Renee: by multinational corpo- 


+ ‘vations and corresponding gov- 


} , eraments in this process, and | 


the, mutuality of interest of 





+ terials ‘and sams of adop- 


ct = 


ted by..the World Peace Co. . 






uncil apd by the . Afro-Acian 
’ Peaples Solidarity Organisation. 

“The '-Beminar has made a 
: ompene: contribution towards 











implementing these vrinciples | 


- in defining. the gos's of this | 


‘new stage, and specifying ways 
of reaching these Goals. 


“Revent “developments. 














papers, ‘revealed the true ns- 
_tae'sf the oll crisis in the de- 
, capitalist _ countries. 


mes >the runaway inflation | of 
‘ the capitalist countries on the 
. oll producing countries. 

“Ep: the Geyeloped canitalist 


- countries * the oil monopolies |” 


have been “striving to make up 


for- “their losses in the produ- 








of the conpuming - public. They . ~ 


{ 
ry 


as - 
" demonstrated by the Seminar | 


tion is well underway. 


ment, all-around 





“The stonmmy events of the 
last two years have proved the 
correctness of the work of the 
first seminar. Its documents 
ave contributed weavons in 
guiding the struggles of the 
peoples against th international 
oil monopolies, and to the 
tremendous, historic «ictories, 
that the oil producing count- 
ries have won in this short 
time. 


“The movement for nationa- 
lization of oil has gained ir- 


?recistible momentum. In most 


important producing countries, 
including even those with con- 


* servative governments, the pro- 


cess of complete nationaliza- 
The 
prices of petruleum have been 


raised to provide the vroduc- 


ing countries with a fairer 


“share of the values of their 
oil. The unity of OPEIC as an 
‘Instrument of struggle by. oil 
' exporting countries against the 


imperialist cartel has been 
important, and its  effective- 
ness and boldness increased. 


Already there have been sub- 
stantial steps taken in a num- 


ber of producing countries to 
use the increased oil revenues, 


and nationally controlled oil 
‘o stimulate economic develop- 
industrializa- 


' - tion, and rising of mass living 


bla- 


o 


“thive' raised the prices to con. . 
Pease igen donee 










na ella sor a and 





*~ 


, the rise in 










“consequences of 
dentine contradictions of 
‘captain $f the increased 


a 





. y spending, by wasteful 
jand. vailitiristic expenditures 
- by the gimntcorporations and 
by the altrarich; by the con 
aeation: of orice . nlunderjng 

of ‘developing countries by mo- 


os it B4 Sn Fee > 





correspond to the hi-. -: 


standards. 


“Several producing countries 
have increased and broade- 


‘ned their economic and tech- 
‘ nical cooperation with the <o. 


- Clalist countries, and have 
received from them . neces*”~ 
’ political, material and mora: 


> support to deter armed inter- 


‘vention by imperialist powers 
to reverse the course of his- 
tory, and to regain contro! 


, Of their oil ander new condi. 
*, fons. A number of producing 


. } countries, notably Iraa have 


we tegdes their already en- ; 
“he: inflation, ‘the Gnancial - 


unemploy- -' 
ant the tendency to de- . 


te | 


i 


. contributed funds and initia- 


, ted progrems for  financinz 
"the purchase of oil by oil-poor 


’ , developing countries, and have 
_ initiated broader economic co- 


operation with these countrics. 


Thus history has been mov- . 


ing with truly revolutionary 
speed, and it places before the 
peoples of the world, inclui- 


ing the oil siniinctins count. 
ries, new tasks, 





_ The sixth extraordinary ‘ses- ) 
sion of the United Nations Ge- 


neral Assembly held in April 
— May 1974 adopted a histuric 
Declaration on the Establish. 
ment of a new  Internatioaal 


Economic Order and Program _ 


me Of Action to realize x. 





“These evils are reducing the . 
ling standards of the workmmg | 


pecole in the capitalist count- 
ries in a way not seen since 


the years before World War 


TI. Ponular movements 


against the monopolies — 





responsible for this are 
growing in the capitalist 
countries. 

“The Seminar projected the 
main line of struggle of the 


peoples of capitalist countries 
against these evils. This c9n- 
sists of the formation of broad 
anti-monopoly fronts that will 





win radical reforms, and end : 


the untrammeled dominaticn 
of life by the giant monopo- 
lies, 

“Such movements are in CO- 


urse of development in a num 3 


ber of capitalist countries. 


Prominem in their programs - 
are the call for nationalisation — 


of the oil industry, the taking . .- 


over of the cartelized facilities _ 
which stand between the con-. 
suming countries and the pro-— 


ducing countries. It is the car- _ 


tels which bring the prices 
of 
large masses 
Also included are the more 
rapid development of their own , 


energy resources, with due — 


consideration. for environment-.. 
al problems, the rolling hack 
of monopoly profit margins, | 
and the ‘elimination of waste- | 


ful use of oil, which became © 
as a result ~- 


institutionalized 
of oil company propaganda — 





amd ‘guidance of develooment 


+ 





policy, at the exnense of | 
really balanced development _ 


of transvcortation structure and ae 


fuel usages patterns. 
“Attention was given to the 
balance of payments problems | 





ed aeons canitalist setae 2 “ 





. Imoverialist ‘propaganda 
attributes these solely to the 
increase in the price of crude — 
oil. However 








the Sse orovlents . i, ¥ 


;, and the monetary crisis, were. 


fuel out of reach of the __ 
of the veople. — 


mt a 


acute long before the rise in av ag 


the price of oil. The fundamen 
tal causes, in the case. of the . yi 


United States are its huze .” 
military expenditures: abroad, 
the unprecedented export of . 
capital . by its. maltinational 
corporations, and the deprecia- ' 
tion of value of the dollar. - 
More generally, the causes are. 
the uneven develcrment of. 
capitalissm,. the anarchist in-’ 





ternationalization of financial a < 
capital, with «tens of. Ddilliens \:} 


being shifted from ‘country © 


to country in search of the hr . 


' ghest profit. 


At the same time, a number 


Of developed capitalist count” '... 
ries have really urgent balan- «> .. 


_ materials, including oil. ms re 


=f 


ce of payments vroblems -: in 
connection with the sharp in- 
crease in the ovrices of raw 


“$e ! 


4 


©) 





















; the oil corporations have not 
given up attemp‘s to ret- 

- ain contro] of world oil. For 
the most 
contro 


ntries. 
“Their real aim is oot 


the maintenance of 


5 
J 
le 


B 
ts 
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4d | 


es important implications for 
the developm:nt plans of the : 
ing oi] as an exhaustible reso 
urce, they shou'd nct produce 
according to the dic‘ates of 





own energy and industrial ne- 
edg and rca) workd necds, and 










‘tment programs-and for eteadi- 
ly raising living standard. 
“Development cannot be ac 


. -eomplished overnight. It req- 
a! ; coordinated in- 








, terns. This places a limit, al- 
| though an expanding limit, on 

the amount of revenues that 
, can be used currently in any 
be utilized for as- 










developing countries. The mut- 


military neture, among the 
Arab countries, is an outstan- 
ding example of this. The Ve- 
- nezuelan project for utilization 
- of of] revenues in Latin Ameri- 
” can’ development 
another example. . 
‘* * “However, the seminar stre- 

ssed the undesirability of ‘the 

piling up of billicus and tens 








| of billicng of dollars of excess — 


_ gi] reyenues in the big banks 
, of the major capitalist powers. 
These ba are (¢horoughly 

interlocked with the mvu!*inat- 

icnal oil and other industrial 
corporation. To turn over to 
them, or to the central banks 
of the major capitalist count- 






val aid, of an economic and | 


projects 1s _ 


qaust be understood that SM 5 almost equivalent to giving == 


up the oil without payment the 
Same applies to private invest- 
men’s by ruling families of 
Some oil exporting countries, 
‘of investments in real estates 
end corporation stocks :n the 
developed capitalist countries. 


“Similar considerations ap. 
ply to the forms of ccntrol of 
industrial projects in the oil 
Frcducing countries. Now lar- 
Se oil revenues are being used 


2 ee eee 7 


for developmen of oil refining, 


petrcthemicals, oil tankers, in- © 


dustrialization and irrigation 
and power and other infrastru- 
cture projects. In this connec- 
ticn it 4% mectssary to procure 
from deve'oped countries, 30- 
cialist and capitalist, equip 
ment, know-how and training. 
it is dresirable to purchase tho- 
ec commodities and = service. 
Corporations of the capitalis* 
coumtries are proposing alter- 
native arrangements whereby 
they invest in, become part ow- 
mers Of the new cctablishmen’s 
in the oil exporting countries. 
In this case, they are simply 
reinversing funds of the oil 
exporting countries deposited 
in banks in their coun‘rics. 
They are obtaining a foot in 
the door for establishing con- 
tre] over the industries of the 
producing countries, and this 
is patt of the new form of 
neo-colonialist drive, which is 
being pushed by the corporat- 
ions of a number of big capita- 
list ccuntries, speculating now 
only om legal ownership, but 
on alliances withpro-capitalist 
elemen*s in the producing co. 
untries, 








“There is no reason why co- 


mplete ownership cannot be 
retained by the producing ccu- 
ntries, and the technical know- 
how, licenses, etc., purchased 
in exchange for cil, purchased 
outright, or with agreed roya- 
ky payments. | | 


“Similar consideration _ con- 





cern the structure of industri- . 
al development. Particular cor- - 
poration urge the construction | 
of isolated pe*rochemical plan. - 


¢s, producing ons partial prod- 


uct of use to that corpcration, - 


but of dubious value to the 


producing country, wi-hout co- - 


mplementary advanced prodw- 
ction. Integrated 
structures should be planned. 
At the same time, these can 
be planned on a multinational 
bases, involving cooperation 


between groups of developing . 


countries, cr arrangements bet- 
ween Oil exporting countries 
and other countries, sqcialist 
or capitalist. 


— 


production — 





developed canital; 
a8 of. the-uaretee Crerias, 






Suffering from the ext-, . =e 
the mutina‘ional a 
and the one 


and food ‘poor erie 







list countries as having 

: ar ing exces- 
Sive living stendar | po 
beneficiari oe 2s. being 
of the 
buffed. 


“Just 


the wor 





“aries cf che profitering 





“The working people of the | 


- 





See or aete 










* eciuntries 


“Specially important are 
‘ misckion out of cocperation 
between the oil exporting cou- 
~utries and the deve'oping 
countries which import oil. 
Forms of cooperation can in- 
clude errangements for ex. 
change of oil for raw mater. 
ials, foodstuffs, and industrial 
Products, coowerative industr- 
tal projects involving the di- 

vision of labour; special forms 
of deferred payment, and in 
emergencies concessionary Dri- 
cing arrangements and conclu- 
ding just agreements. 

.“Tn > important . cases, how- 
ever, no short item balancing 
is possible, esvecially 
developing countries are suffe- 
ting frem multiplied prices of 
imported oil and food, with- 
aut corresponding : increases in 

export prices of their products. 















in such cases, the oil exporting 
anoropriately, | 
mutual advantage , 


can 
ant -with 
previde easy-tenm credits and 
other financial assistance to 


_ these develoving countries so 


that they can imvort the oi! 
necessary for fuel and for fer- 
- tiller andi other industrial 


‘ oe owe 2 = * . ot on ee — i - 





: This will improve the . 





‘jus of ‘all developing count- 
. ew with respect to the whole 
range of political, 
and social 


economic . 


vrobleme, and ’ 


thereby hasten the victory of | 
the -world liberation struggle, 
‘end achievement of the new 











Wertd Economic Order. 


“Perticuler iarportance wes 


attached to the further deve- 
lopment of cooperation bet - 
ween the socialist countries 


ang the oil wporting countries. — 
The socislig: countries’ assict- 
ance to the Arab and other oil 





Giffevent in kind from 


what . 


4s called as the “aid” provided 


by. 


countries of the multina- ! 


tional cooperations. 


‘“Endustries estebliched with 


where 


the aid of socialist countries 
remain _ 





ander the complete 





control of minerals discovered 
and extracted with the aid of © 
socialist ‘countries. The deve- | 





countries aap 








“manga  eelniislon of eal 


“Hit: est. be. recognized. The - 
sodialist countries are building 





a! Detter life, and steadily 
developing without crisis, on 









are expanding their economic 
ties with non-socialist covnt- 
cies, - as part of the general 








the basis of the planned ila- — 
‘bor of their own peoples. They : 


process of detente which is fa-— 


vourable to the cause of world — 





t. 
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peace and 


— 


“Socialist countries also face 
problems arising from the infl- 
ation of prices on cap?‘ alist 
wor!d markets, and the increa- 
sing scale of financial reqyuire- 
ments associated  th:rew'th. 
These should ke taken into co- 
Sideration in trade relation- 
ships be‘ween the socialist co- 
untrics and oil-producing coun- 
tries. 


“For the struggle for full ec- 
cmomic independence is not 
over. The oil mon-polies are 
striving to reestablish neo- 
colcnial domination under new 
ecaditicns. The oil produc'ng 
countries need their allies mo- 
ore ‘han ever for this new sta- 
Be of sS.rugele. 


“The seminar focussed atten. 
tion cn a new concept for mu- 
Itilateral cooveration between 
oll preducing courtries.  Qil- 
poor developing coustries anid 
socialist cout'ries. 


“The industrialized gocial'st 
countries are now in a pvsiticn 
fo supply equipment and know 
how to the deve!sping coun‘ri- 
es on the most favourable “er- 
ms and without political inter- 
ference. They provide markets 
rede the products of these coun- 








equipment, know-how and trai- 
ning to eff<ctuate those long 
term plans which are escent. - 


a 


_ @d capitalist world market. 





al for the harm harmonious and ste- ste 
ady economic progress of the 
ol producing countries. 


“Simultaneously, 


Su *: 
ea ‘he veiling: fr 


socialist countries to 
leveloping countri- 





es will earn this balance of pa- 
yment probtems, h:lp them sol. 





ve their food emergency amd 
speed up their development 


- programs, which are now in 


crisis as a result of the pres- 
sure of the monopoly dom:nat. 





“The proceeding stage of 
strugg’e centered around nat. 
ionalizaticn of oil and the rai- 
0g of below value prices. The 
éeminar pointed out problems 
and directions of solution for 
ae next S‘age. 


= == 
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Keer cemgileeawr main -adhon 


- interest of the peoples of 


——- " 


“Prices of oil and other c- 
thmodities are a most importa- 
m issue. The US Government 
has Jaumched a campeiga, inc- 
luding threats of military im 
tervenion, demanding unilate- 
ral reduction of prices by the 
exporting countries, and claim- 
ing the right to receive tire 
oil of these cowntries. At the 
same time it does nothing to 
reduced the multipli:d rices 
of food and agricultural row 
materials, coal and various im- 
dustrial preduc's exported by 
the United states. 


“Producing countries prope- 
rly resist demands for unilate- 
ra! reduction in ¢he price of 
oil, under “hreat of imperialis- 
refusals and regardless of equ- 
itable: exchang> relations. The- 
se tp be estabiished only by 
mutual adjustment oi prices 
of commodities working iq the 
international trade. Global in- 
flaticn can be checked ia o 

} 
countrieg ra‘her than the pro- 
fits of multinaticnal’ corporat- 
icns. That is through isternat: ; 
ional ccmmodity agreements, | 
whenever it is possible, es:ab- 





-jishing standard price for all 


major commodities, agricultu- 
Tal.and industrial, with provis- 
icns for long-term stability 
and periodic review. Such agr- 
eements should be negotiated’ 
under the auspices of the Uai- 
ted Nations, and include = ail 
groups of countries withou! 
depriving countries’ soveriegn- 
ty upon their national wealths, 
and quarantee:ng the- transfer 
of technology to the developing 
coum-ries. It is clear from the 








, approach of a banding tagsther 


of major capitalist consum‘ ¢ 
countries, to confrcmt the oil 
producing countries, on © the 
one question of oil, és clearly - 
disadvantageous to the latter, 
and should be opposed by 





them, Proposals to include de- 
_ veloping countries that import 


oil, and a broader range of 
commodities, are an improve. 
ment, but still disadvantageous 
t> the devslop‘ng countries and 
peonies of the world if . they 
exclude socialis: countries, 
These countries require parti 
cipation in the agreemezxts, 
and “heir participatics will st- 
rengthen the balence of force 






- against multinational monopo- ~ 





. i 9 
—_— = ok ath ’ it : 
i. . 


“Similar approaches and pos- 
otiation of long term comm-. 
af y supply agreements, where’ 


ver, & i) permite. 
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“To that end it is essential 
that the popular forces of the 
capitalist countries and the oil 
exporting countries cooperate 
im organzing direct distnbu- 
tion of oil, threugh sales by 
the oil exporting countries to 
consumer cooperative and de- 

-mocratically controlled state 
companies in the consuming 
countries, and in other ways 
to develop cooperation to tho- 
roughly elimina‘*e the role of 
the oil monopolies as middle- 

men, extracting a tribute both 

from producers and consm- 
ers. Similarly, # is the spe- 
cial responsibility of working 
people in the cavitalist count- 
ries to prevent their govern- 
ments from threatening or 
attacking, or taking economic 
reprisals against the oil ex- 
porting countries, as a mean 
of support by ‘these governm- 
ents of the multinational oil 
corporations. 


‘Am essential requirements 
for the success of this €co- 
nomic course is the relaxation 
of world tensions, the achieve- 
ment of just veace in the Mid- 
dle East and the realisation of 
the legitimate national rights 
of the Palestinian Arab Peo- 
ple, the ending of imoerisiist 
intervention in South Vietnam, 
Cambodia and South Korea, 
the Arab Gulf, the complete 
ending of colonialism and ap- 
artheid in Africa, the ending 
of exploitation of the mineral 
and agricultural riches and 
people’s labour of the count- 
ries of Latin America by No- 
rth American imoerialism. 


The carrying out of the im 
portant UN resolutions for dis- 
armament, the acceleration cf 
such projects as the European 
‘Security Conference, end the. 
further relaxation of tension 
and development of coopera. 
tion in mutually advantageous 











“We, the participants in the 
’ seminar, believe that the scien- 
tific work of this seminar, and 

{ts documents can be a signi- 

‘ freant contribution to the cause 
of peace, liberation and bet- 
ter life for all peoples.” — 
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SJ G Cambrid 2 7 fe 
Financial re ee Department mM Fath 
Foreign and Commonwealth Office ) 4 , 
LONDON i * Of pw dtl 1, 
rage: pm ktiiked he poe 


Stale on A. 
1. You may care to have the enclosed transla’ 
statenent by Saddam Hussein, Vice Chairman of the 



















Revolutio Command Council, dealing with gold and the Cutz 
international monetary nysten. Statements by any member 

of the Iraqi leadership on oil or financial matters are CR 
rare. A 
2. I enclose an additional copy of this letter and its / 


enclosure for the Bank of England. 





R G Giddens 


Cci 





"Baghdad: LUecember 27, 1974 <- INA 


Mr saddam Hussein, Vice-Chairman of the dzevolutionary 
Command Council (RCC) has said that the question of gold 
and international monetary system can only be tackled 
through a universally-respected international agreement, 
achieved within the framework of the United Nations or 
other international bodies. 





He called on all developing states and on all oil 
producing states in particular to co-ordinate their efforts 
and activity towards achieving this objective. He said 
that these states could do so through the meetings of the 
interim committee on reform of the international monetary 
system or within the framework of the United Nations or any 
other international body. 














The RCC Vice-Chairman held any state or group of 
atates taking steps that would lead to aggravate present 
inflationary trends in the world as responsible for their 
acts against the international community of nations. 






“We are watching with greatest concern the new devel- 
opments occuring on the gold policy”, Mr Hussein said in a 
statement to INA yesterday. "This policy is directly 
affecting the interests of developing states including the 
oil producing states”. 


He pointed out that Iraq had repeatedly drawn attention 
to this state of affairs whether through the meetings of the 
organisation of Petroleum Exporting Countries (OPEC) or 
other international meetings. 





He added: “We have repeatedly stated that continued 
growth of the inflationary rates in industrialised and devel- 
oped states causes - directly or indirectly - spiralling 
prices for manufactured goods, raw material, food and energy, 
hence increasing the financial burdens of developing states". 








/He 





«2~« 


He affirmed that Iraq would in no way support unileteral 
treatment of the gold policy resorted to outside the frame- 
work of international egreement, bearing in mind that such 
unilateral treatment of the gold policy would lead to the 
creation of international monetary liquidity for industzal- 
ised and developed states and that it would adversely affect 
the developing states from the following two aspects: 








1. Reduction of the new special drawing rights issued to 
developing states; and | | 
2.e Continued inflation imposes increased financial burdens 
on developing states through increasing prices, which in 
turn obstruct the development plans of the developing states 
and leads to a lowering of standards of living of their 
peoples. 











The RCC Vice Chairman said: “Unilateral treatments 
could also be aimed at evading responsibility by industrial- 
ised states for providing developing states with technical 
and economic assistance. 





"Industrialised states could also have it in mind thereby 
to lay the whole responsibility in this connection on the 
oil producing states which on their part will be badly 
affected by the consequences of growing inflation.” 


He stressed that developing states in general and oil 
producing states in particular “are calied upon to unify 
their efforts and activity, either in the Interin Comittee 
for International Monetary Reform or in the framework of the 
UN or in some other international body” to tackle the ques- 
tion of gold and international monetary liquidity within 
the framework of a universally respect international 
agreenent." 
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S L Egerton Esq 
Energy Department 
FCO 





PiTROBRAS 


Many thanks for your letter of 10 December. 
I thought you might be better informed than 
I, or even perhaps than the Brazilian 
Ambassador, about all this. I doubt, however, 
whether Petrobras's terms have been changed: 

I suspect the truth is that the Brazilian 
Ambassador over simplified things and coloured 
them with his own pessimism. I will sound him 
when I can about the effect of the Brazilian 
off-shore discoveries. 
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ME 12/36 


S L 2gerton Eso 
tnergy Department 
FCO 


aor Veabhon 


1. The Brazilian Ambassador here is a very sad man. He Y/,, 
has no staff and to add to his woes, his luggage spewed its 
contents all over the Syrian desert when it was brought here ee 
from Beirut. But he came here to look after Brazil's oil 
interests: they obtain a large proportion of their imported ne 
Supplies from Iraq and with only a small domestic production 4 
and rapidly growing consumption, they are going to be even 
more dependent on Iraq and other Arab suppliers in the 
future. He told me the other day, in confidence, that with 
a view to ensuring future supplies, the Brazilian company 
Petrobras has entered into an agreement with the Iraq 
National Oil Company whereby Fetrobras explore an drill 
for oil in the south of Iraq, at their own expense, any 
subsequent production being the property of the INOC. All 
this altruism - he assured me there was no fee for the 
drilline - is in the hope (and I gather that if is little 
ore) that Petrobras will be given preference in purchasing 

| tx their needs from the oil that they discover. There appears 
to be no firm undertakins as to price except that it would 
be at discount over posted price. 


Ce You are probably aware of this: if so, forgive me for 
bothering you. 


luaW> Qwest 






J A N Graham 





Copy to: 
Chancery 
Rio de Janeiro 
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._! 74 << Th Your reference 





HE Mr J AN Graham CMG 
BAGHDAD Our reference 
pate 10 December 1974 


ens Jit , 


PETROBRAS 


4 Many thanks for your letter (not to all) of 1 December about 
the woes of Petrobras in Iraq, not to mention the Brazilian 
Ambassador. 


Ze We were not aware that Petrobras were being so altruistic. 
Acoording to a cutting in our files from Petroleum Press Service 

of September 1972, Petrobras is entitled to buy a percentage 

of any crude oil discovered in its concession in Iraq at a 
"Suaranteed sales price". The amount is 21% up to 5 million tons 
production, dropping to 16% at a production rate of 25 to 40 million 
tons. Petrobras also undertook to market up to 400,000 barrels 

a day of the production at 0.5 cents a barrel commission. 


4. I had not heard that the terms had been changed. If Petrobras 
are now living on hope, they are taking a serious gamble. The 
Brazilian Government has certainly been worrying about its oil 
supplies. Last year Petrobras began to import crude from BP's 
nationalises Sarir field in Libya. When BP threatened legal action, 
the Brazilians hinted that they would be quite happy to stop these 
impo ts, if BP would provide alternative supplies. Unfortunately 
the situation in the Middle East was such that BP could not oblige 
them. | 

4 You probably know from your Brazilian colleague that Petrobras 
has been active in several Middle East countries. I believe they 
are about to drill in Egypt, where they have a commitment to spend 
over $14 million on exploration in the Nile Valley. (They have 

a 50:50 joint venture there with the Egyptian General Petroleum 
Corporation). Possibly the results of recent offshore drilling 
reported in Rio Savingram No 5 of 28 November (copy enclosed) will 
ease the Erazilian Government's worries. The reports suggest that 
Brazilian production may expand by between 40% and 50% next year 


/to cover 
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to cover one-third of consumption, and that by 1980 Brazil may be 
able to produce 75% of its requirements. I should be interested 

to hear if this news causes the Brazilians, in due course, to be 

more tough in their dealings with the Iraqis and/or Libyans. 





S L Egerton 
Energy Department 


cc Chancery, BRASILIA 
Consulate-General, RIO DE JANEIRO 
Chancery, TRIPOLI 


LAD 4 


MED 
CIP Division, D/Energy 
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